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Filovkins 
MR. FRAWLEY : As I said yesterday, 


Mr. Chairman, Mr. McGrath was to go on now and deal 
with his manufacturing costs but he has some more 

work to do so that we made arrangements with him that 
he will not start until Monday, so it gives us an 
opportunity to complete some of these things which were 
left undone and one of them was Mr, Plotkins evidence, 


So we can go on with Mr. Plotkins now. 
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neem errs noes any eee 


been recalled. 

TEP SSs The /Tirscy. thang Te wank 

bo titeyovyes, to: filer TI ee is the correspondence 
between myself and the Minister of Lands and Mines in 
connection with the Royalty,oil that I referred to when 

I was on the witness stand before. J have a whole file 
here and I do not like to leave it but possibly I can take 
out the letters and have them filed. 

THS CH.ATRIAN: ‘Jell what point is this on, 
ie. PlLOvKins’, 

It is on the point of having the Royalty Oil available to 
independent refineries and be placed on the market by the 
government. 

Oh yes, l-remember. 

On DLds% I will read this correspondence and then I will 
file it afterwards with your permission, Mr. Chairman. This 


is \dated VWovember 22rd, 1957; 
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IshON: ODES: Aa TPEM 


Calgary 
Alberta 


November 23, 1937 


BORN. by (Va mney, 
ii manage of Lands & Mines, 
@gislative Bldgs. 
tdmonton, Alte. 


DeanGir: 
Subject The making available of Turner 


Valley Crude and Absorbtion Naptha to 


re Rr te rm Aa pe 


myself and other independent refineries 
eben “Western Canada. 


tl own and operate the: Lion Refining Co. plant 
at Calgary which has a capacity at present of 500 
barrels of crude per day, and have marketed in 1937 


Vordate, the products from’60),000 barrels of 


‘Montana and Turner Valley crudes through the distrib- 


+] 


uting Lacilities of ion Oils Limited. 

In 1936 and 1957 J developed some producing 
acreage in Montana, This was done with a view of 
producing our own crude to make us independent of 
major com anies, the nroduction of the four weils I 
drilled being shinned to Calgary and blended with 
iMmMeghiLenclurner Valley (Srudess.* nis practices however, 
is now in conflict with Turner Valley crude available. 

With the refinery nurchasing 10% of the Kevin- 
Sunburst Tield's production during the summer of 1957, 
and having posted a price for Kevin-Sunburst crude 
fothea tame of the first, Gropp an price, by) imperiat 
Gil in Turner Valley making it competitive in price 
with Turner Valley crude, the Imperial Oil, in con- 
junction with the other major companies offered to 


supply me Turner Valley crude at pipeline prices 
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L. L. Plotkins Mie sve 


r? 


A} 


Dis pipeline charees if Lion tefinine Co. 
discontinued posting sxrites in the KMevin-cunburst 


field, 


or OOO barrels a day of Turner’ Valley erude’ and 50 
Darrels Ol Kevin= .unvurst) this’ Tatter being our” own 
production that l ‘could not dispose of in Moutana, 

PUMies always Deon as iff Toul Cor any independent 
refinery to buy Turner Valley crude excent at a 
respectable premium, and nowy with apparent over- 
procucei1on the same Situation exists: this condition 
being due to the type of contract) that binds the 
independent producers to the major purchasers. 

JERS CONvract UCoOViCes nat) the, producer cannot 
Sollvany O11 over and aoove the pro-rated \nortion 
burchased) by the pipe line, Go any ‘one without 
Losing his market through the nite: Line and by con- 
Lracwineg All the imotential oroduction on this, pasis 
CieyG Pie, Maior ic omra lies Ss can amd io eoatrol all tie 
Ol produced uncer contract. So che Tndependents must 
buy from the major companies on terms and conditions 
Wien Orocludes elective Gommetition wilo then, 

The independent producer that would consider 
selling to independent refineries is faced with the 
following problems ; the independent refinery is not 


able to contract the entire outoul of one well, if 


oD) 


it is large, or even contract a definite amount of 
erude per day as to do so would be to invite bank- 
ruptcy, not havine tanks to store the o1] he could not 
use during the slack periods, or finances enoush to 


carry the crude; and the only way the refiner can 


buy safely and prosper is to buy his requirements 
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" from time to tims an@ if he is to run his business 
on @ Sound competitive basis “e must know that his 

" source of crude surrply is safe over a period of time, 
" sufficient to amortize any investment he will make. 
i The producers on the other hand are not usually 
" familiar with the problems of the refining and 
Vomarketine branch of the industry, and as a result 

mn has not sufficient vision to realize the advantages 
" of makine the distribution of the cruds he produces 
"on &@ sound and steady basis, by investing in 

" sufficient storare facilities to properly distribute 
" the erude and feed the available market furnished by 
" independent refineries as conditions demand, thereby 
" establishins valuable markets for additional crude and 
Swe aeourdeine the. onenin= of additional outlets yor 

7 indenendent crude sunplies. 

ip I have attemptec, in the past, to. interest 
Wanmoependcent producers to establish such a’ concern 

" but without success dus te conditions inherent’ in 

" Turner Valley development, and have concluded several 
"years ago that the only way independent refineries 

* and marketers could be encouraged was by making 

* available the royalty oil of the :lberta Government 
" and with this in view I made representations with 

‘ your predessors in the ministry of lands and mines 

*" to have legislation or regulations passed muking 
Ponies possible . 

m She then Fon, CC. ©. Ross caused an order=in- 

' council to be passed, I am informed, making avail- 
"ahie to the Government at its eall anv ‘or 91] the 
Yrovalty O11 and plant napths in kine, ana it is this 
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" independent refiners at pipeline prices 
* and conditions that will permit them to play 
" their part in buildine markets and a native owned 
" dndustry . 
" L-would point out. that nob only is crude 
" required but also absorption plant Naptha so as 
" to nroduce finished products that will be compet- 
" itive with the maior companies! rroducts, both as 
‘woo orice; and,gvuality. 
* Another aspect of the indeneandet refiners 
" problems is the marketing of distillates and 
“ residues which has besn seriously curtailed owing 
"to the introduction of the exemption certificates 
“ which has had the effect of forcing the sales of 
" gasolines to farmers to the detriment of distillates 
* and tractor fuels, and has proven a great advantage 
“to the larger companies who can crack the heavy 
" products into gasoline whereas the indenendent 
" refiner has been unable to adequately market his 
" haavy products and has, consequently, made his 
‘survival problematical. ' 
These coupons, Mr. Chairman, are what are known as 
" Tuel of] tax exemption, coupons - 
My ee Ly How does that affect the 
Saie, will you elaborats that? 
“fell we have learned by experience after the introduction 
of the coupon the framer, who was previously encouraged 
to buy distillates and heavier products of gasoline, 
because there were no taxes at all upon those distillates 
as against taxes on gaSoline, we found that our sales just 
practically diminished and it had the result of forcing 


us to accumulate a lot of heavy ends that we could not 
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dispose of and in 4 comparatively short time it shut 
Shut down our refinery. 
‘nat did it do, what did the farmer do? 
The farmer, because he could buy gasolins at the same 
price practically as he could buy ditillates, in other 
words they taxed distillates as well as gasoline, then 
the advantarce was with the gasoline. The cost, the final 
cost, was less in buying gasolins than it was in buying 
distillates, everything being considered. 
so that the Commission will understand, originally, the 
Act, it was 19535, the definition of fusl oil to be taxed ? 
Yes. 
Only went down as far as, oh about third structure gasoline 
range? 
Peeuunat 1s correct. 
And it left everything below that, tractor fuels and diesel 
fuels and those sorts of products untaxed at all? 
hats Tight. 
Taen in 2956) was it? 
Somethine like that. 
The definition was changed of fuel oil to be taxed and it 
included everyting which should be burned in an internal 
combustion engine? 
Yes. 
moos ell taxed now one cent? 
Yes, but it dislocated our trade. It set up a new economic 
condition which had the effect of dislocating our trade. 
a! I would suggest that this problem be studied 
" by your Department and that the matter be brought 
" to the attention of the Frovincial Secretary 


" Department with a view to an appropriate remedy. 
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ee I would further point out that if your 

" Denartment can sncourage the growth of independ- 

Yr ent refineries and marketers, individual enter- 

" prise and ingenuity will create more markets in 

" a shorter time for our production of Turner Valley 

" erude than the slow, ponderous moves of the major 

“roonpanias. /" 
Here again I want to bring out the difference between being 
taxed and not taxed. ‘hen we began to have Turnor Valley 
crude available and through the fact that the Govemment 
had seen fit to tax the heavy distillates as well as the 
gasoline, I began to look around for another market, 
apart from farmers or automobiles, farmers tractors 
automobiles and other things,and basing myself on the 
experience that the oil industry had had in the United 
“tates, developing what we know as a stove distillate 
market. ‘“‘e then went into the manufacture of burners to 
make possible a market for these haétvy ends that we had 
not been able to move due to the different legislation and 
stove oil is now assuming a respectable volume. Now even 
that was imnossible to develop to any extent because on 
all products, whether it was for tractors or for cars, the 
province is now collecting or was collecting until we made 
representation a tax, so that a man or person that wanted 
heebuy ditillates, stove fuels, to burn in a stove or in 
eran OF. ina furnace, was not encouraged beCause there 
was a heavy tax so that it took months, in fact it took 
about a year after my making several vepresentations to the 
Honorable Trnest C. Manning, I began to impress the 
Department with the possibilities of this additional market 


if the tax were removed and I am now glad to say that they 
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‘saw fit to remove the tax completely with the result 
that last winter a large portion of our heavy end that 
we had accumulated during the summer found a ready nar~ 
ket in the stove burner business so that, that is one 
additional wey that the small independents can pioneer 
a new market which would be out of the range of the large 
market or the large refining organization. 

"As @ case in point I have already begun develop- 

“ing a market for stove and furnace distillate 

"which should, if encouraged by the Provinee through 

“"yeasonable pebuLatsbia, use up a large proportion 

"of our heavy distillate production". 
Now the reasons I ask for regulation it is a case. where 
I do expect the Governaent to regulate, I pointed out 
that in order to encourage the use of stove distillate it 
was necessary that the Government should, I mean that the 
public, should feel safe in buying it; in other words, timt 
regulations be set up to teat the fuels and test the burners. 
and prove them in the same way as the Dominion Governnent 
does in the matter of kerosene, the matter of kerosene sales 
are regulated by the Dominion Government and we must conform 
to certain specifications and have every gallon that we sell 
inspected and certified so I asked the Provincial Government 
to do the same with stove distillate so as to render the sale 
of it safe, the sale and use safe; in other words that there 
would be no hold-back or resistance on the part of the user 
in ease they had an idea that there might be danger in the 
use of these. 

"Use up a large proportion of our heavy distillate 

"produetion; I have also displaced California neu- 

"tral oil for dustypraofing coal by supplying a suit- 


“able product made from the residue of Turner Valley 
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"grude; these are only examples and can be nulti- 
"plied scores of times." 

We are continually developing these. 
"It is my conviction that if you show the way in 
"making available Royalty crude and plant naphtha, 
"independent producers will be encouraged to set 
“up facilities for supplying these requirements 
"and it will then be possible for your Department 
"to withdraw should it be deemed advisable. 
u In conclusion I can attest that given raw mat-~ 
“Neryial at pipeline prices independent refiners gan 
"nroduce quality finished products at a lower coat 
"than the major companies and everything else being 
"equal they can successfully contend for ‘Jestern 
"Canadian markets and cause prices to the consumer 
"to be reduced. 
ii At the present time it is not reasonable to exe 
"next the Imperial or British American Oil Co. to 
“support their competitors by supplying them cruée 
"at competitive prices and it seems to me that no 
"better use could be made of the royalty oil than 
"to encourage native enterprise in an industry that 
"has too long been a mystery to the average Canadian 
"and it should make our people prosperous by keeping 

ae benefits of a natural resource circulating amongst 

“our own people. 
no I trust that after you have given the matters 
“treated in this letter due consideration you will see 
"vVour way clear to recommend prompt and favorakle 
"agtion. 
‘iy Thanking you for your past courtesies, I remain, 


Yours very truly, 
L.eL-Plotkins 
For Lion kefining Co." 
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Now that is---- 
THE CHATRuAN : These are being read into 


the reeord, do you see any reason for filing them, Mr. 


Frawley? 

MR. FRAWLSY: No Ido ate 

THE CHAIRMAN: Dow yous sre No Lan? 

MR. NOLAN: No. 

THE CHALTRissAN: Then we will not file them. 
Q wiAdOR LIPSETT; hire Plotkins, have you con- 


Bidered, you put that sheesie up to the Government but have 
you considered how it would work out? 

A How? 
Storage and marketing? 
Oh yes, I went into quite a lot of detail with the kinister 
at the time and the Law, at least the Order~in-Counoil, I 
have never seen it, I have never studied it but as it was 
related to me by Mr. Tanner, it was wide enough to permit 
the Department of Lands and Mines to Gemana the oil at the 
pipeline; in other words previous to this Orderin-Council 
there was a question whether the Provincial Government 
could, under the Dominion Leases issued, I mean previous to 
the Province taking over the resources, there was 4&4 question 
whether the Government could demand it in kind in bulk; 
there was no question as I understood it, they cpuld go to 
each well and put up a tank and take their royalties but 
there was a serious querntion as to their power to demand 
from the producers the oil in kind in the pipeline; in 
other words all their royalty crude at one central point 
and ask the producers to carry the storage, in other words, 
and handle it, but ir. Tanner informea me that,-in fact it 
was not Mr- Tanner, it was mr. Ross,-I worked it out with 
them when they proposed to make the regulations and I went 


into quite a little detail with Mr. Ress to work out the 
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details of what would be necessary for the Province to 
enable them to dispose of that crude by bids, at the 
pipeline. 

Q “ould that involve the Government putting up atorage at 
each well? | 

A No. Under present conditions the Goverment would just 
bid ahead of time, in other words, in fact that is the 
way it is done in the United States either by the State 
or by the Federal Government, they bid for two or three 
years; they invite bids for the amount of oil, for the 
amount of royalty oil which they will get out of a given 
tera in Lote, different sized Lote, and then it is up 
to the purchaser to make the arrangements with the pipe 
line company to gather that oil for him and deliver it to 
him, in other words, the Governient docs not enter into 
any details except get the amount from the producers of 
how much crude they have delivered and then the purchaser 
can pay on the basis, on that basis, and the Goverment 
is not concerned with any details. 

@ Then in turn would that involve that the price of crude, 
s0 far as Government roused mone concerned, would be 
fixed for two or three ycars in advance? 

A | Not fixed but they would bid to either pay a specified 


price or to agree to pay the posted field price. It is 


done both ways. 

Q, Does that get over the point that you were making abow the 
posted field price being fixed by one or two major conm-~ 
panies then? 

4 Of course in my correspondence [ think or verbally, I 


suggested that it be put up for bid, in other words, let 
the market establish the price and not follow the posted 
field price and that would certainly overcome the posted, 


I mean it would disregard it to some extent because that 
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po sted field price could not be entirely difregarded by 
the trade in any territory, in tho Turner Valley ter- 
ritory for this reason that rio matter if we bid the crude 
up to $2.00, if the Imperial continues to pay the price of 
$1.30 we are going to have to compete with the produaots 
based on ¢1.30, if the Imperial 6il chooses tc put their 
prices down and base it on the cost of their posted field 
price crude, in other words we have always got to have 
that competition and the fact if we bid up or bid down is 
not the only problem which we have to be faced with; in 
Other words, because we bid it up or bid it down, would not 
Le your cure of all -ills, but we do establish a compet- 
itive factor that the major companies in the year may not 
be able to disregard, in other words if the volume is shall, 
they may be able to disregard it because the effect of it 
will be what Mr. McGrath has shown on the crude, in other 
words, if they cut all their prices to meet some little com- 
petition, the cost is excessive, where if the volume which 
moves at the lower ficld price or at the higher field price 
isp enough that it effects, seriously effects the prices at 
which refined products are sold, then the Imperial will be 
forced to adjust their prices to competitive prices,it is a 
question of volume and market. 


On your alternative suggestion, namely the bids be asked for 


for one or two years ahead, could any independent refiner 


afford to make a bid for a year or two years ahead? 

Oh yes. 

Due to the fact that the posted field price might be higher‘ 
Yes, ne cen, because with 10% of the crude being offered on 
the market and with the assurance of supply, the prospective 


purchaser is not so much concerned with the field price 


going up or going down, for this reason, if I were to bind 
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myself to purchase so many barrels from the Provineial 
Government, royalty o11, and I bid $1.40 or %1.20, any 
given figure, I would go out and make Geumeementa either 
in the form of contracts with jobbers or other purchasers, 
or I would go and erect sufficient facilities to market 
that crude and that price at which I market is not neces- 
sarily affected by some price change either in Turnor 
Valley or somewhere else. In fact I will say it is usally 


hot effected at all. 


(Go to number 8229) 
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Unless there is a trend that is very pronounced over 

a sufficient length of time refined product prices 

do not necessarily change. In fact if the history 

or the experience that we have in “estern Cansda 

were shown to the Commission you would find the 
greetest level of stable prices in '‘estern Canada 

over a period of 12 to 14 yearss in here, whereas 

in other parts of the country, in North American 
and-even in the Sast, prices fluctuate widely on 
refined oil products. rrices in .estern Canada 

were very very stable and it is only in the last two 
or three years, due to Turner Velley competition that 
prices have been up end dowm, mostly dovn. Before 
that a cent, for four or five years, was a wide 
movement. So that if we stabilized the crude, I mean 
if we stabilized the independent refiners with a 
source of crude shueiy that is more or less safe 

so they could stabilize their own business in turn, 
the ee will not be near as wide due to the 
fact they are not on the market for crude only once 
every three or four years. “herees now the Imperial 
is faced with the problem that they dare not accumulate 
any erude or let anyone else accumulate any crude for 
fear it will break the crude oil market or the refined 
oil market. They hold us down. If we could, the 
refiners could tie up vith the producers the way the 
Imperial does it would give us en advantage and would 
also be of an advantage to the producer. -e could then 
help stabilize the price at wrich crude sells for and 
refined products. It is true we vould then be benefited 


to the extent of our ingenuity or to the extent of our 
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lesser costs in manufacturing and selling and we 

might become a much more formideble factor in com- 
petition to the Imperial or any other major company. 
Those companies are faced “ith these two evils, as 

far as they are concerned, and possibly they think 

the evil, that the lesser evil is to hold us down and 

to control the price of crude instead of Letting it 

find its own level. 

I isuppose you are putting it really in this wey that the 
percentage of royalty oil is so small and the difference 
in a g@llon of gasoline of 10 or 20 cents more ina 
barrel of crude is so small that there would not be any 
real variation of the price of refined products? 

I would not say the royalty oil volume is sa small, 
because it would not necessesrily ‘mean that that royalty 
Oil would be available to the independends. There would 
be at least 10% plus whatever oil the independents 

could find a way to contract for in the Valley. So 

that the volume would be sufficient to really force the 
competitors, that is the Imperial and the British 
American and any other company to find out i-hat is going 
on, and base their own operations on that. whereas 

now we have been shown the Imperial aoes not seem to worry 
about what other people are doing, The reason that 
they do not worry at the present time is because they 
have the dominant position and they know they creete 
conditions that the other men or the other independents 
are not able to successfully overcome. 


The royalty oil of the Government would not be more than 


10% of the whole oil? 


Yes, it would be at the most 107 of the whole oil. 
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If it is not a serious factor in the refined products 
from the point of view of the independents, what 

better position would you be in if the major companies 
decided to outbid you for this small percentage of H 

the product? 

Then the natural law comes in. If they outbid us they 
automatically raise their own posted field price. 

I thought the bids were independent of the posted field 
Dprace? 

They are. If the major companies saw fit to prevent 
that crude from reaching the independent source they 
would have to be prepared to bid more, and usually, 

in our experience at least, what I have been able to 
gather in Montena is that is not the case. They do not, 
unless the volume is very big. the ms jor companies 
usually do not bid because there are problems involved 
in handling this, that is involved as far as the 
independent refiner in handling this royalty crude, 
because as it is well-known in the industry any time 

we buy anything from the Government there is a consid- 
ereble amount of red tepe, and naturally it is a handicap. 
So that that also acts as a deterrent on the part of 

the ms jor companies buying any small amounts of crude 
here and there. 

Still on your theory so far as you have developed it 

at the moment, would not the major companies be in the 
same position they are in today, they could either outbid 
you or buy in the entire volume? 

Nos. For thas, reeson. I notice in some. of the, advertiso- 
ments that appeared in the different trade papers and 


in the press that Governments stiPilated that that crude 


adi A a am 


anh 


a nn AG vs c 
ah emi 
a8 a a eye Rin % ; 
Aan Pari gaa le f ; Le 
i} Ai Woe ; ; \ 
T aay Te \ " 
‘ “~y ¥, 


wipabang bags feo be acs Aare eames e Qu 
ete oebinengel eet Bs solute ne toto i: 
SS a BA or ‘he ei tN, ob | 
Sho pie sere isms BLAS NOT: ch Bhai metal : 

scl satempiben Bina Ne seit Re } - thoubate: abit 
pee ae se ue ae 4 MRE 2 TID ms Saeko vith seit 


‘ ° iL re + ei ‘ee ’ ee a Par re We 
Hewes DIT ROG was OD PARDON? GUT 


2 
t 


PRERGR gH GED: oe SPL iG MDS 01, em, Bay na een 
pads eaninm dnebaeqebni add godess cook; BE Tee 
Ri Ce ee ee ee wttiow, 


of volte weet (evedL tady otesal fe sols bionxe wae we 


» yas is Se oe-aa on he wee r OB ely ? tet 
17 OS 8 ee ee ge Sat tare ef Sidd) a yee 


SiN eUhes THe) Sat ety vaev et BmALOe out Baal 
a eer e wed Bae gay S25) Gee Sie ek S pet bhed CEG OR, on ee. : 
ATS ee at ae Beelouear a). todd salami Barons: 


’ we x 7 , er a Oe ee te a a ol. 
Shee : bai ay RYO %: cok ae rahe web hg 


{ eh Ce. Gatagmiet. OL! a anpaniésie eb 4 oe Owe 


a “= EERO, Set ohh. PBL ese y Syit b MOET aN rag aed y 3 fi 


Bi oe ee a: ea CR Td ae ee Het..To Irwebiog | : 2S 
te: tig ma ort pe. Steamer tot ye Boe oa lpet ati tia ied | 
| Rigi. ne abrasion & bema TGs BE aes sob anapion amines 
a i | a  eeecety hae tte 


oa yes RPE A: ARR. cute: sen: tre om err ett: neon ay ee ’ 


ve 


yb (At ee tt paiots mot re: ost pio. b Sagar, a é 


Ye tle ci Shits embod ek. bee goad: amiss 1 
Teed Lexy, alk ic at 0 


ite A 


E=1. 
a 


fii. VPuotkins. -B8232- 


would gc to the independents, and therefore that is 
one of the things that certeinly could be done here 
and that is what I suggested to Mr.Tanner to make that 
available only to the independent trade. 

a And at that time it necessarily involves in your sug- 
gestion,it means as far as the supply is concerned the 
Government should give preference to the independent 
refiner as against the larger companies? 

A Not necessarily a preference, because it would not 
necessarily mean that the Government was bound to accept 
what we offered. In other words, they would have the 
right to do vhat they pleased after we had put our bids 
in. 

C The most you could ask for would be a preference in the 
supply and not in the price‘ 

A Yes, thet would follow, “rr. Commissioner. I mean under 
@ certain condition we might bid up considerably. In 
a condition where there was lots of crude aveilable and 
not tied up, in other words tied up to the independents, 
they might not want to buy this Government crude for | 
the reasons I have stated because there is qa little more 
trouble dealing with the Government than there woulc be 
with private individuals, and so in the main this crude 
would create a market price. 

e “ould not your scheme involve the Government going the 
whole way and saying whatever the major Gompanies bid 
that they would give the crude to the independents up 
to their necessities at that the Government considered 

a fair price even although the major companies offered 

more? 


A Vell, that may be, that the Government would choose to 
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adopt that view as a policy. After all it has been. 
suggested in this Commission subvention of freignt 
rates and a lot of other ways of favouring or of 
accomplishing something outside of the economic orbit. 

I believe in the end it would be good business for the 
Government to adopt that policy in order to encourage 
the independent. 

Have you approached the Government with respect to thet? 
Yes, I have. My levters and correspondence ana talks 
with Government officials 1 heave stressed that I feel 
they should make some contribution towards developing 
Detave vandustry, either) in the form’ of, price or some 
other form that the Government of the day would see fit 
to adopt. Price is not the amswer. The independent 
producer or the refiner and marketer does not have to 
have any price advantage. If anything he is able to 
payi more Tor the crude for this» reason, that it is a 
well-known fact, we do not have to be experienced to 
know a large organization has considerable overhead 

that the small organization has not, not only in 
refining and marketing but transportation tht applies 
with the result that it will be shown no doubt at this 
Inquiry when we are dealing with marketing and réfining, 
that the final cost of refining and marketing by the 
independent as against the major companies is considerebly 
less with the independents. Then, as [have explained 
the other dey, or at least I tried to bring out in 
cross-examination. there is ancther factor. The indepen- 
dents don't necessarily relate the value of the crude 

in Turner Valley to some other crude. He more likely 


Wimeinrelate it to what he is getting Tor his product. 
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So thet again puts him in the position where he will 
outbid the others. 

Let us follow that through the development of the 
Valley for &@ minute. 4 great desl of the development 
of the Valley has been done by the Imperial and the 
Royalite?s 

& great deal after the field was once more or less 
determined, yes. 

At the present time anyhow’ 

Yes. 

In developing that they give a certain proportion of 
their oil es royalty to the Government? 

These different companies, yes sir. 

Including the Imperial? 

Yes. 

And your suggestion then would involve the Imperial 
having developed their proportion of the wells and 
given the Government the royalty that the Government 
would then use that and give some benefit to the 
independents; that the Yovernment would then give 
Some preference out of that royalty oil which they 
heve helped to develop and produce to their competitors? 
True.) That would .involye that,on the,.face of 1t, but 
actually would it not be a matter of policy for the 
Government to decide whether thet would not be 
advisable first to ereate a fair price,if they felt 
there was dominance in the matter of prices,and 
second to encourage native industry. I think that is 
quite within the orbit of the Provincial vovernment 
or the Dominion Government to essume that attitude 


when we are dealing with large companies that are 
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internetional in their cheracter. 

is You feel even if the independent refiner and the 
small refiner is not able to take his share, or any 
Share in the development of the actual crude, that 
he still should be given some advantage by reason of 
his refining activities? 

A Dovel doenot Teel that: at ell. It Asvorly"beeause 
conditions have been ereated in Turner Valley where 
we are not able to, on a sound basis, take our place 
in the development of thet field, that we are put in 
the position of going to the Government and asking for 
royalty oil. In other vords, in Montana I did not ask 
the Government to help me. I was able to go down 
there and spend my money and acquired some leases and 
drilled some wells anc produced and shipped it out. 
But when I attempted to do the same thing in Turner 
Valley I found all kinds of factors and conditions that 
would put me at so great a disadvantage that the risk 
was too great. In other words, I was up against 
legislation, up against conditions created by the ma jor 
companies in loading money anc in various other ways 
that I hope to bring out as time stoves on. If I risked 
my money there on one well or on two wells, I was 
liable to fing I would not have any oil anyway because 
after I produced the oil it was not mine for me to 
dispose of as I saw fit. In other words, in this 
country, in Alberta for the last 15 years, conditions 
have been so upset and never nothing st=zble that it 
was not safe to take a long range view of any investment 
unless you had the power to overcome the disabilities 


that you could see were apoarent and as a result we 
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were not, faced with conditions created by the companies 
themselves on top of what the Government created, I did 
not feel that it was wise for us to go into the Valley 
and put our money down and explore for the purposes 
of getting oil which after we did get it would not be 
ours anyviay. There is reasons why we were placed in 
a position where, if we vere going to discontinue 
using Montsna crude because of the economic factor 
involved we ha d to look to the other major companies 

ce 
for a source of supply, or the Government or both. 


Thenks,; Jer. /Lotkins. Perhaps I interrupted you. 


&) 


Mie icy 2 You wrote a letter 


£9 


on the 23rd -of November’ 
4 Yes.- I notice here there was correspondence previous 

to that so I guess I will have to go back to it. 
This is dated November 13th, 1937. 

"Hon. N.&.Tanner, 
"Minister of Naturel sesources, 

"Bdmonton, Alta. 

"Dear Mr. Tanner: 


Re; Turner Valley crude 


7 e recuire a daily averages cf 150 barrels of 
"47/50 gravity during the winter months and about 
"40C barrels per day during the eight summer months 
"totalling about 100,000 barrels in all to take care 
"of our established 1938 markets." 
It actually turned out consider: bly more. 
q CH ICHs IRDA N: How many’ 


A BOO, 000 barrels. 


B Up to recently we were importing 90% of our 


"recuirements from Montana, but we are now using 
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"85% of Turner Valley crude which we purchase from 
"the Imperial Gil Ltd. at Calgary paying field 
"price plus 35¢ a barrel to get delivery to our 


"refinery in Calgery." 


I might explain that at that time the Imperial asked 
the posted field price plus some handling charge, I 
Go not recall whet it was, plus the pipe line charges 
and it cust us in all 45 cents a barrel to get it 
delivered to our refinery. In other words, on top 

of the pipe line there was the difference be tween the 


then existing rate and 45 cents. 


i. ~@ have now been notified that effective about 
"January 1, 1938 an edditional handling cherge will 
"be imposed on us and as the present charges are 
"glready excessive forcing up our costs this *ill 
"seriously curtail the use of Tumer Velley crude by 
"our refinery and force us to drop back to samerican 
"erude from the kevin field. 

” In view of this situation we would ask that 
"your Department make available to us and the 
"independent refineries throughout the est, Govern- 
"ment royalty crude oil at Field prices tc cover their 
"reouirements. Also thet for shipping reasonable 
“quantities the Royalite pipe line be available to 
"us at competitive rates and th: t our company he 
"nermitted to connect to the pipeline in Calg: ry 

"so thet the oil purchesed will be delivered direct 
"{nto our supply tanks to save handling and loss, and 
"where we ean either use it in our ovn refinery or 


"Ship it in tank-cars to other independent refineries 


eer “ts pera me oo fait! ool 
at Oper athe: 38 wi eon” . 


£ copaade ope weed ier ey LY 
er ate ae palit ear ab Mi + ait ‘pie ™ | 

at tee om & sand hpi Am OO ee Bu. tous oy bal i: 

ia a: “jabol: Onto ML teehee oe ‘penee 


eset “eyesmunt at ReeioTYEh ait eae one ents vate oft ‘ws 
eee OR al: Ee Ch ‘pels B94 de geet anne wea 


taoWe erets “Pre. tant bart paca OY "3G clan ee! | H 
Sik wy no isp Shino fanoks tebe oe agnd io seeraaal 
His degredo Invmen? oot Be hag Be nO banca oft 


j , lity et ia ® Foo hex 493 : “te POEL: Bob: “ apone 


= 


¥ | vd) aby ee yet Lov He fi Phe San ee Fiat se Ne o4 
: neolioy, Ot awed Gory oF su": 8% yt ,ero ssc aon ey 
| : “BERRY hives i ene nant | ) 
nae Patt sae blyow tee F007 BRS est aed 3 au dy Bs a 
| | eit hag OR WALL? aie: GaMAN tehenegeg 


ROTO" PEO: Be duddiguemntlll Wek eine ROR eR 


mage ‘were cet samba! Biaae ae aM eae dee oe pre a1 - a 
| eitateeion qebgdiita “tay 3 Vina 

ae RE RES i URS EROS Foae ee sto 
Od: yenaaiee ie Heat tah eps: 
Ra st ae necexcei “wey ~ ah di weno. of se 
b Derr owhibien (ei eit” SEs Was ad: Recah ro 
$5004: path ine Ned Se saetl isla | . 44 


teat aa f ro 


Moh 
10 


Le 


-~8238- 
be srbotkings. 
"in the “fest. 
iy As this matter is of vitel interest we would 


"like to know if you are fevorable to such a plan 
"as we could then arrange to go into the matter 
"further at an early date. © would ,erer you toe 
"the Hon. L. Meynard for further information as 


"regards to our activities." 


So I went to wr. Waynard and asked him to come 
down and see our plant, and familiarige himself with 
our activities so that he might be ina position, if 
he saw fit, to make representations to the different 
people concerned in #dmonton anc do it. from our ipeins 
of view. 


bo Veuve vepuy Nere daced lovember ouny (i957. 


"Dear Sir; i) 
I have -your letter of the 1Sth een in 
"which you state that conditions affecting the 
"purchase of crude oil in Turner Valley are <uch 
"that you will be forced to drop back to §merican 
"crude from the Kevin field. 
: I sincevely hope thst conditions can be so 
"Emproved as to make it possible for you to use 
"g6rude o11 from Turner Valley. I shall. be 
"pleased to discuss this matter with the Imperial 
"Oil to see what the possibilities are. 
" “e fe&l that everything possible should be 
"done to encourage the use of Turner Valley crude 
“in Alberta, end if you so desire I shall be glad 
"to discuss this further with you. 

Yours vexy truly, 


iNece Tanner", 
linister. 
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Umer date of November 20th, 1937, I replied. 


"Hone WS. £. Tanner, 
"Minister of Lands & Mines, 
"tdmonton, alta. 
Near siz": 

Re; Turner Valley orude. 
” I very much appreciate your prompt attention 
"to my letter of the 1éth inst. and I would be glad 
"to have the opportunity of discussing this further 
"with you. 
a If you will be good enough on your next visit 
"to Calgary to phone me at the office, either S0691 


"or S0473, I will make it a point to come right down 


"to your offices." 


This is a letter dated December 7th, 1937, 


addressed to myself: 


"Dear Sir. 
Re: Gevernment Royalty Crude 
and Naphtha. 


ea re 


. Further regarding your inguirics of the érd and 
"6th instant, I will say that it is my desire to see 
"that the independent companies are supplied with 
"erude at field prices plus the cost of delivery, 
“which I feel should be supplied by the major com- 
“nanies or directly from the independent producers. 
"If this is not possible it should be made available 
"from the government royelty crude. 

" The mechanics involved in making this crude 
"effectively available would naturally require a 
"most careful study, but you may rest assured that 


"it is the intention of this Department to see that 
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"every bona fide independent dealer is igen 

"a fair deal. 

au Until our conservation program is completed 

"it will be impossible for me to give you any 

"definite information as to what guantities of 

"naphtha will be available or how it egn be worked 

"out; however, as soon as I am able to do sol 

"Shall be glad to discuss this matter with you. 
SOULS aVeOy whey, 


We eas Tannen! 


? 
Minister. nN 


Phis letter I am nov going to read is dated Novemer 
24th, 19357. I overlooked the continuity of the dates, 
the sequence. 

HOD e Neus) renner, 

"Minister of Lands & Mines, 

"Edmonton, Alta. 

hear Sir: 

" Unfortunately I could not set in touch with 
"you when you passed through Calgary, and as this 
"matter is pressing I have decided to write for the 
"present. 

: I am enclosing a memorandum for your study, 
Nand would like to meke a formel appointment to meet 
"You, in Calgery if possible, as the independent 
"refiners in Western Canada ere organizing themselves. 
"into a co-operative purchssins agency and I rorees 
"tiating with them to use our loading facilities at 
"the Celgary refinery, as if I am able to connect up 
"with the pipsline in Celgary so as to obtain deliver- 


“ies of crude in our tanks on trackage it will then 


a my i oat alo 


¥ 
y ‘ 
2a) 
© We eee 
rh t Nae sal ‘ > oad . 
£ 3 Pe k a 
p > ¥ . " ‘ — t } » a ert YP erin % 
< } i ; F ke I beg ‘ve ole na 
“ 4 , 
a ’ 
’ ‘a * 
+ 
5 ey A 
. 2 a Lee “eB Race 
ee ass — ies eho Bt . R sae eo Ga dine 
or Creamy ne a Ree = : : 
itey he : H , <i) vat HP 
» 4 cae - yi red oF 2 ec wy 4 
F Ewen: f vies, 2 
<f : ag p> a bese @ a) 
ye j y - : 
i 4 4 \, [os , 
a em - pert ‘ “ rs —. eis 
ass es ae 4 age : ‘ : ADA 
rd ¢ ‘ warn 
7 = ; a { , 
. : - ‘ < ro “ 4 ae 
Nivas a ee Css, sy \ ue a y) Bs wen i ir: 
é + : St pe ee fae ” . = por aay 
A Lickers Jhetl Af 
A * i 
= u 3 my) te 
ae) : a0) ite R ¢ ey : 3 
oe * - is ey . “ Y sw 
xe : ¢ . Pf 
s : it q - ¥ ~~ LS 4 Ty 
4 ¥ ~ ‘ 
Ee 4 \ “ ue b 
ant as sb a oad : ) 
@ x ne UP “4 - Oe We , . é : 
j 7 5 
at) 
igre si 
- 
ay 
. —¥# * 
’ os 4 \ 
t 
= i ‘ 
4 i! - 
F : Pek. Pe 2 P re) Ee. pi 3 
, HEN - and ee ul he ee 2 : ra, 
4 : if « iy ae. * 
~ ale: 08 wy - 
‘ ! 2 mre fs eae 
- Sipclies g Pol ie - : 
7% ‘ ‘ » 
eye esa ep EU a a Eft ae 
t t ‘ss 
Fi x of ~ 7 phe mn Me! aT 
a < 
* ae * as 
SRORGA GH 
; ; <a Se at 
vt 
. ’ ; ’ 
- 
x ¢ % é ty = , & 
- we t~ 5° * oe 
‘ P : 
4 d 7 te 
<- Awe aL oe i une pre : 
bed ag > - oy ts P bs i hee eae be ies ew ef) i 
4 4 ¥ , es nm '¢ 7 < ae fie) 
i*% : gw AY ve Bel el hom 1 4 1p c RP Aweil 
¥ * “ x " 7 
2 x { SP 2 é $ 4 Tay ae . 
i ae . reat : . ri . banat a coh 
? P 2 ee Ds : 4 ne ve 
) | 4 4 baa 
i f Ls $ take 
Me 
“ ' me i a 
* 
y ; B oy 
’ ad i 


“Yaoaitia® 


eee 


Mela 
egtea By : he shea hs PP TA | el a gst ee Secret i 
esa ee ee es Syl Leak es ia AU Sere) | teenth Role + Maen be 
7 * é rat i) ae ar , 
LSS to CRA Gah At 6 BRS atee : ot 8 


T-1 
13 


uae L. 


&Y 


“ 


Plotkins. 
-8241- 


"he possible for me to make shipments to any 
"part of j-estern Canada on an economical and 
“competitive basis. 

q As the Imperial Cil has in view the making 
"of drestic changes effective January Ist, this 


"matter recuires immediate considerstion. rr 


Those drastic changes were mr. woore, 1 think and 
Mr. MeLeod, 'phoned me and told me to be prepared to 
have to pay more money and possibly not get any further 
supplies, and that was the reason why I was pressing 
the Government for some action. 
Ma. COMISSICGN:R LIPLaT?: Did thst letter of the 
24th of November enclose e memorandum, did you saey* 
Yes, I have the memorandum most likely here. i will 
put thatein evidence aftervards. I have it here ina 
bound book. 
Maw ire ey ¢ Is this question as 
important today as it was at the time of this correspon- 
dence? 
This question of royalty oil’ 
For the independents’ 


Yes. The Situation is not any better. If anything it 


is worse. 


Letter December 3rd, 1957. This is a letter from 
the Department of Lands and Mines, from “r. Tanner to 
myself. 


"Dear: Sir: 


. with further reference 
"to our conversation in Calgary on November céth, 


Nand to the material contained in your letter of 
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"November 24th, I have given your sugzestions 

"Qa grest deal of thought and consideration, but 
"at the present time am not prepared to say just 
"what can be done along these lines. It is our 
"intention, however, to do everything possible 
"to see that everyone in the oil industry is 
"treated fairly and is given every consideration 
"and assistance which the vepartment is capable 
TOL LUV Ings 

a I shall be pleased to 


"discuss this further with you et a later dete. " 


This is a letter datec December Src from myself 


to Mr.Tanner. 


Dear cir: 

U Re: Government Royalty Cil in Turner 
\ oii IE as) ON Dial Aare hte 
My Further to my letter of November <drd, I 


"omitted to take up the question of obteining 
"our requirements of separator naphtha from 


"Turner Valley." 


At that time separator naphthe was quite a factor. 
Todey separator naphtha has cessed to be a fector insofar 


as competition is concerned. 


1 At the present time I cannot purchase any 
"separator naphtha from producers, practically 

" the whole of this product produced in the walley 
"being contracted by the rajor Companies and they 
"refuse to sell independent refiners, even at 


Wretail prices." 
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That is another point I wish to make thet in 
the past few yeare thet the major companies have 
been forced by necessity to meet the compe tition of 
independent refiners in the matter of prices or quality 
and they have adopted the weapon that we absolutely 
cannot answer. That weapon has been to make avilable 
to farmers and to anyone else, either separator naphtha 
er the product of gasoline plants in Turner Valley at 
either the posted field price plus taxes, ana sometimes 
not even including taxes, the 6%» Government tax. They 
have made this product available at the Valley or in 
Galgery at prices that we could not - well ve could 
not buy it at any price to start vith, and then when 
we came to buy it at the prices posted by the major 
companies it was refused to us or to our deslers. So 
that that spread vas considerable as it ic even today, 
some 6 to 7 cents sprezd between that product and the 
third grede or third structure gasoline price, which 
meant that we were just put - ve just lost that 
business, our business of that product. ‘ie are not 
able to compete with it because we are not able to 
secure any products eat anyvwheres near that price, and 
if we were able to secure it we could not sell it 
anywhere near that price because we neve to take 
into Gonsider*tion overhead anc aarketing costs, thich, 
in the case of these products, the Imperiel and 
British &merican are apparently willing to overlook. 
In other words, they are selling it at the posted 
field price and disregsrding texes, handling, losses 
and so forth. And that is why at thet time Iwas 


endeavouring to secure a source of supply notonly 
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os 


of crude Oil but of separator naphtha. 
be It occurred to me thet ve could contract 
"with the Government for the whole portion of 
"this product accruing to the Government as 
"Royalty, and I would appreciete knowing what 
"guantities you haves available as Royalty and 
"if you would be prepared to sell a portion, 
LOLvvesweOr vit GO US's 
" with separetor naphtha available to us we 
"gould produce higher quality products at a re- 
"duetion in cost; especially for wintcr use. 
‘ An early decision on this metter will be 


"greatly appreciated." 


It had another effect, the withdrawing or at least 
not. making aveilable to us separator naphthe or absorption 
naphtha, and that is thet in the winter time not being 
able to buy any at eny price we had to manufacture products 
with no casing head content, and of course the resultant 
product was of en inferior quality to the product that 
the mejor companies were able to put out because of the 
naphtha or absorption ges aveilable to them to blend. 
So that that again put us ata disadvantage in compe ting 
in the refined market. 

Now the next is a letter of December 6th, 1937. 
But before I read this it occurs to me I am not com- 
Plaining of these practic.s of the Imperial, except 
we are not able to protect ourselves in the crdinary 
way that competition can be met- In other words, if 
we were not hog-tied by laws and by restrictions, we 


are well able to take care of ourselves and meet any 
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Situation that the Imperial or anybody else can create. 
Because after all they are only human beings. They have 
no monopoly. of brains. They have no monopoly of ingenuity 
and we can yey maybe not 611 of the time, at the 
same time at least, but on an average ve can overcome all 
the problems that any company might choose to throw in 
our way. But when they are able to do these things and 
we on our side are hog-ttied because of conditions created 
artificially by Government authority or by other means, 
then I am complaining. As @ matter of business I am 
going out to risk my time and money end I should mt 
complain if someone else can do better or can put himself 
ina better position to do buSiness. It is certainly 
natural that in trade we should compete for our share 
of the business. 

"Hon. NeweTa nner, 

Wlinister of Land & Janes, 

"idmonton, Alta. 

Mpa Pr oir: 

" I am in receipt of your favor dated the 

"third inst. concerning a souree of supply for 

Nour Turner Vellsy crude requirements, for 

"whieh I thank youe 

" Sm I to understand that you do not wish to 

"make available to independent refineries Govern- 

"ment Royalty Crude et this time, and that you 

"feel that we should go to the major companies 

“for our needs with all it implies? 

" Or is it e question of taking time to work 

"out the mechanics involved in making this crude 

"effectively available and that you agree in 


"orinciple with my appeal, but will make a final 
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"decision at a later wate. 
ie I shall be pleased to hear from you 
"further respecting this matter, and remain, 
Yours truly, 
Lion refining Co., 
per 


Liew Lt GOK Sis nt 
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Now after this letter I had an interview with the 
Honourable Mr. Tanner and he asked me to wait because 
of the fact that there was, I think at that time, an 
investigation by the Dominion Government and also the 
fact that it was more or less decided at that time to 
organize the Conservation Board: in other words he led 
me to believe that it would be bett-r to wait, that all 
these problems would disapnear in time and of course I 
Paveno Option but to wait. 

Now I want to deal again 
with cost or what should be used to determine the cost 
Gemerudey sbuts=-betore I do that I want to lay the founda- 
tion for dealing with these factors; nothing happens in 
tne) Valley or in any other business over night. It usually 
takes a long time for factors to assert themselves, or 
especially when the main factors in the business are major 
Companiss that all their, the consequence of their eel 
and method, they move very slowly, so that in order to give 
the Commission an understanding of the actions of the major 
companies and the actions of the Government in the last 
Six or seven years I want to go back briefly to what I 


believe is the foundation for all our ills. 


AD) 


omens. Por ald our ilis? 

A Mecdeucailil our ills, the industry's ills that broucht 
Scotethiss comission. (I do not recall the year Dub it 

was during the regime of Mr. R. B. Bennett at Ottawa that 

I was informed that the Dominion Governmentwas flirting with 
the idea of giving or making a deal with one or more major 
companies to give or to put the country in a position where 
it would curtail a number of refineries which were considered 
at that time too many, the number of distributing plants; in 
other words they wanted to, the idea at that time was to 


rationalize the industry. It has been contended by 
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the Government for as long as I have been in the business, 
too many facilities, and that is the reason for the high 
cost of products, so Mr, Rennett anparently, when Prime 
Minister, thought it wise to exnlore the possibilities of 
curtailing these facilities and rationalizing the industry, 
So he arrroached the Impsrial Oil and the British American 
and my information is, and it has latterly been proved by 
the press, that at that time the Imperial and the British 
American, the major companies, there may have been more 
than the Imperial and the British American, decided amongst 
themselves to make a joint offer to the Dominion Government. 
They of course, before they made that offer, weighed their 
relative places in the national market picture and agreed 
amongst themselves as to what each Should be entitled to 
under the joint operation of manufacturing and the market- 
ing of petroleum products. 

Now when tir. Bennett was 
faced or was given this proposal which would involve pay- 
ing to the Dominion Government and the Provincial Govern- 
MenLra Hien amount of taxes, per year, in other words it was 
intended that the rationalization of the industry would not 
necessarily accrue entirely to the public but it might be 
divided between the public and the different Governments, 
so that when the picture was presented to the Honourable 
Reee. bennett at that time, he, of necessity, Nad to Consult 
the different provinces, because the matter of marketing 
petroleum products came also within the purview of the 
provinces, so tmt he called a conferences or “Provineial 
Premiers, and at that conference I know there were other 
matters discussed but one of the subjects was this ques- 
tion of rationalizing the oil industry and some way or 


another it leaked out, and the financial press of Toronto 
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and objected strenuously. Now that brought the matter 


into the open, but for some reason or another, it was 
hushed up and there was nothing more in the press; in 
fact, there was nothing in the local press about it 

except in the financial papers, and what I found was 

the fact, that the then Premier of Alberta, the Honourable 
Mr. Brownlee, apparently came home imbued with that idea 
and very Shortly afterwards we began to see the lines of 
a definite policy on the part of the Frovincial Government 
to make it possible to enter into such a scheme and it 
evartedsby restricting licenses for services., Then it 
started, it continued with a numbe of other matters 

that it would take too long to develop; there are 
approximately twenty laws designed to bring about that 
eonditien tf am trying to refer to. 

Now I found at the time 
thatsthat was the policy that the “Premier himself had 
apparently initiated, but the members of the, even the 
Cabinet that I consulted at the time and private members 
of the Legislature did not know a thing about it. Now 
when that came about, the resson J came to that conclusion 
is this, when I was faced with that particular few lines 
in the Fuel 011 Tax Act which came out without any publicity, 
without any discussion,in the Houss, it was never brought 
before the House, I went to dmonton and I asked the 
different Departments how this particular clause restrict- 
ing the nunber of service stations in the future had come 
about, because there certainly was no bill about it, there 
was certainly no discussion in the House about it, and it 
could not very well be put in in the form of a regulation 


because it would then have to go before the House at the 


next session for certification and arproval and I was told 
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by the Provincial Secretary's Department at the time, 
either the Deputy Minister or some of the other officials, 
that it had just come about, no explanation. Mr. Brownl:e 
insisted and put it in here personally. Now from that time 
on we began to be up against trouble in our desires, and 
when I say""ours" I mean our company's desires to are 
our facilities in a normal way. 


Now to came back to this 
Dominion scheme. My information is that the Honourable 
it. Be Bennett at that time, after he had consulted the 


Premiers of the Provinces, or before he had consulted 

the Premiers, had put it up to the major Companies "Tt is 
all very well, it sounds feasible, it looks like probably 
Pawise policy on the part of the authorities of this 

Sonu rya, Now vinvorder for us to, pub it into effech,..in 
order to rationalize this industry and prevent too great 

@ political repercussion and to prevent too rreat opposi- 
Mone eit i1s'up to you tov sse that the oprosition, ‘the 
smaller companies are either bought out or compensated in 
some way" and as a result of that attitude of Mr. Bennett's. 
we find that the major companies had organized a group in 
Chicago and placed Mr. Sackett at the head of that 

group; this group was provided with sufficient capital, 

how they got it, I do not know, I did not go into detail, 
all I know is the result, but this particular company that 
was organized in Chicago under the leadership of Mr. Sackett 


which was then and still is part of the Standard Oil. 


Q MR. PeRANLEY: He has denied that, of course? 
A I know. 
Q MR. NOLAN: It is one man's word against another? 


A Yes. 
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Q MR, FRALEY: I had a letter from him today and he is 
coming up? 

A All right. Now Mr. Sackett proceeded to buy out all the 
refineries in sight from one coast to the other and pretty 
well Succeeded, in fact, I suppose he just about succesded, 
probably with the exception of two or three that did not 
sell. Now that cleared the way for action’ b» the Provincial 
Government. ‘ell it transpired to my knowledge that the 


different Provincial Premiers were not quite so enthusi- 


astic as Mr. Brownlee was, with the result that the regime 
passed out and nothing further was done, but it appealed 


apparently to the Provincial Government here because it 


meant added revenue, and I find that not only legislation 
had been put on the books to bring about the concentration 
of the facilities into the hands of the major comnanies 
DUG a Compact was entersd into between the Imperial Oil 
and the U. F. A. oreanization; now this compact provided 
the Government, the Government political machinery, which 
weet hen the U. F.A., with an Income permitting it to 
maintain its position, and this compact was in the form 
of an agreement where the Imperial Oil undertook to 
Supply the U. F. A. Co-Operatives with oil at a price 
sufficiently ee to permit giving normal dividends to 
their members and also permit a large sum per gallon, 

my information was at the time 2¢ per gallon, to the 
Head Office of the U. F. A. which was at that time a 
strictly poiitical organization. Now we then find that 
the opposition from the farmers, especially the farmer 
members on a political basis just died down, and as a 
result of that compact the UWS a eee UL ti an 


organization that is now quite a factor in the 


tac eek VAC 


: i 


d 


ra 
2 
Ree fe eg 
x ae € : 
% 
ye F f : 
: = s i . 
| Sap we 
13 
2 
ae et Aer "| : 1 
4 ) a * 
sm ; 
i 
i 
yh ) 
5 Sard 
| AEA : 
. so . 
i : oe ‘ 
“ 
me arias MACS TR AIC aes | ‘ | | 
; le | ‘ . 1 


» * a P 
ve Et oat 


is e 


ie Gite 
: Liam i. 


6 - 8252 - 
Gy io. Flotkins 


marketing o* petroleum products, but it had another 

big repercussion and that is Mr. Brownlee was then 
favorable to any action that might also rationalize 

the Turner Valley situation, and he proceeded to 

restrict drilling, to bring about conditions in Turner 
Valley that at least resulted in turning over the greater 
portion of the field to the Imperial Oil. 

Now, we find more than 
that. ‘Ye find that Mr. Brownlee ended up with a retainer, 
I understand quite respectable, as the solicitor for the 
Maple Leaf Oil and Petroleum, the Maple Leaf Fetroleum, 
and he ended up 28 manager at a respectable salary for 
ene Maple’ Lear, I mean for’ the U, FF.’ A, Co-Operative 
PreanaZavion, ancy he issstill in that» cavnacity today, 
Now when the U..F. A. regime nassed out of existence 
initemonton, for) a short time Mr.,) the present Premier, 
apparently was not, did not know very much about the 
Siuguations thines,were more,or less, inthe air, but 
after he had been there and his Government had been there 
for some months, I wrote to Mr. Maynard and exposed, or 
at least I have the letter here and I will read it, the 
Situation which existed between the Imperial Oil and the 
U. F. A. Co-Operative organizations and pointed out that 
the Imperial was subsidizing a political organization 
and that under the circumstances it was not to the best 
interests not only of the Province but my best interests 
as a refiner and marketer of oil, and as a result of that 
letter which I think in my estimation was unfortunate for 
me, the Government apparently investigated the Situation 
and instead of a remedy, althourh there was some legisla- 
tion passed to prevent Co-Operatives from engaging in 


political activities, it did not have the desired effect 
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of withdrawine the support of the Imperial to the 
Unis i, bUG it had another effect of drawing closer 
the present Government to the Imperial Oil, and of course 
I suppose Mr. Aberhart as a human being appreciates the 
7 position where hers was a source of wealth, money, revenue, 


and from that day on I began to discern a continuation of 


the previous policy adopted by Mr. Brownlee, and that is 


the reason in my estimation, at least that is an apparent 
reason for the continued, definite policy on the part of 
the Provincial Government in passing legislation that has 
tne eifect,~ even although it may not be intended,- 


of curtailing competition, of concentratine the oil resources 


and the marketing of petroleum products in the hands of the 
major companies, and I believe that the Commission will be 
impressed, after these different pieces of legislation are 
reviewed in that lignt, with the situation, because I 
have no doubt that my concluSions are sound, and if that 
isyso, then the Commission will be able to, of itself, 
Wichout any advice from me or anyone else, to decide as 
to what might'be proper recommendations to make to the 
Tieutenant Governor, because as I understand, this 
Commission does not report to the Governmemt but reports 
to the King's representative in Edmonton, and that of course 
gives us protection as against the Provincial Government. 
Now that is the foundation 
that I want to give the Commission, so that whatever remarks 
I have made in the past or whatever evidence I have given 
in the past and all my cross-examination was directed to 
try to substantiate these matters that I have referred to 
and I want to go further, as it comes to my mind, and say 
that the policy of the Government seems at, first, on the 


surface, opposed to the interests of the major companies 
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but that is only a superficial aspect of Ithy and /1 

believe that it is quite possible that the local authori- 
ties, that is the local major companies! representatives, 
can be, under the circumstances as I am going to relate 
at croSs-purposes on the faces, that is on the surface, 

can appear to be at croSs-purposes with the definite 
policy that the New York office of the Standard Oil has 
adopted in Alberta, and what I mean by that is this, we 
find a Conservation Board anparently directing the Valley 
against what appears to be in the best interests of the 
Umperiad, 011, we have been told there is a scarcity of oil, 
it looks like it hurts the Imperial as bad as it hurts any- 
Pocy jclse, and I have no doubt in my mind it would hurt 
Phowampenial af there was .a scarcity.of o11, and this 
legislation which I have previously referred to is in the 
Sane) iight,, it appsars to restrict the operations of the 
major companies but analyzing the Conservation Board's 
suena. wnet do 1 find? 1 find that Nr. Knods., who was 
appointed to direct the operations of the Conservation 
Board as ths representative of the Government, in other 
words, a paid man, I find that he has lent himself to 
Schemes in the Valley, that will, that have had the effect 
of dispossessing other operators of their property in the 
Valley. Now that is quite a serious charge to make and I 
realize it and I am going to have to be prepared to 


Substantiate it. 


Now if that is true and 
Mr. Knode is workin« under the direction, not of the 
Government, but Someone else, then we find fraud 7 we ine 
deceit, and we find a situation where the opposition, the 
major companies, are able to accomplish their ends, not 
against the law but with the protection of the law; in 


other words, Mr. Fnode has the power, the backing of 
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the Provincial Government and all its smployees, in 
enforcing any policy that he may decide on in the Valley, 
and if he were, - . TI am only saying it for the present, 
aoii.sO Minded, to work: tor ‘the Standard, 011) inetead 
of for the Province of Alberta, we independents would be 
Meowvony Oat ricult position . 
Now coming to the point 
of Substantiating these allegations, I feel that I can 
only do it by witnesses anc by whatever means I can bring 
apouv,, and while J realize that it. is, not a very easy 
task, I hanpen to be in the fortunate position that I 
believe I can successfully do so. Now that covers the 
Pore fou on Bosra and that. will, Prova D1 ccs wdejene puereuelere 
2 Poe ee ve Wore! 6 6PloLKins., it. was quite, sone. months, ago 
Taatwou Tirst, made these observations an? the, Chainman 
at that time :extenced the time within which you should 
make Substantiation of them? 
A Yes... 
Q It first being requested by Mr. Nolan that you would make 
them at once? 


A Yes. 


Pe) 


Don't you think that this might be a good time now? 
A Vem, 0 AS .coming, close, to,the, point where,I do not 


care to continue very much longer. 


2 You are reelly in the Chairman's hands and I do not 
want) to.taks you out of them’ at all, I mean you.were told 
by the Chairman precisely that you would have to Substanti- 
ate these allegations? 

A Yes, 

2 I mean, if I may say so with respect, it cannot go on 


indefinitely. 
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A 


Oh no, and I promised of course and undertook to do so 
before this Commission closes unless circumstances in 
the immediate future are such that I dem it advisable 
for my own protection not to bring it out i mediately 
but to prepare myself for it, I am quits prepared ina 
very s10ru time to substantiate my statements. Now..2. 3). 
VR. NOLAN: NOlive is thao vall that as 
to be Said about that at this stage, here is a man who 
has been appointed by this Government to conduct the 
eiiairs\ or tims Conservation Board; béing publicly 
eecused of ' directing his efforts at the instication of 
the Standard 911 Tompany of New Jersey? 

Ves. 

Ma. NOLAN: Now in my opinion, that is a dreadful allega- 
tion to make, anc if Mr. Plotkins has any proof of it 

he ought to be called upon here and now to produce it. 
TH CHAIRMAN : Tell, we have never at 
any time said what a witness must prove or must not prove. 
‘'g have said that he will answer questimms in cross- 
exeaminetion, and hs will, or go to jail, when the appropri-+ 
ate time comes. Now it is not for usto say that a witness 
must prove this or must prove that. If he cannot prove 
this and cannot prove that, the evidence which he gives 
with respect to it is without weight, but we do say that 
when he submits himself as a witness and makes accusa- 
tions, he shall also make answer in cross-examination, 

and that is all we have ever said and all we propose 

to say, but he pointed out at that time that it would 

be inimical to the interests of the inquiry with which 

we were concerned that he be forced to answer questions 
put in ecross-examination at that time and asked that that 


be deferred until the inquiry rrocesded further. 
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“Ie do not propose to insist that at a given moment he may 
answer, if there be truthj=  .....and of that we can only 
ecw ayo,. . 14 Loan hic. ‘sertion, that it is in.the 
interests of truth that he be allowed to defer his 
answers in cross-examination on those points. Now that 
is all that has Pree rs ay 

Mal. PRAYLAY Yes. 

THE CHAIRMAN: “Ye have never said to Mr, Plotkins that 


he must prove this or that he must prove that any more 


then any body that I have ever heard of said to a witness 


"You must prove this" or "You must prove that assertion 
which you have made by other svidence”"™. “e are not in 
Sepesttion) to Go that, but we certainly are, in a position 
GO require any witnsss who comes forward as a witness to 
Submit to cross-examination and make answer, and I have 
never understood Mr. Flotkins to take the position that 

he “would defy this Commission and refuses to answer 
questions put in cross-examination, but merely that he 
Washed to defer it. 

ac INS, 35/2 Now thers is another 

GS Seto 0 Oe ee 

TH” OHATRMAN; $0 there may be no room for doubt at all, 
So long as w3 sit here as Commissioners we will be in 
command of this situation and no witness will refuse 

to answer questions, but beyond that, we do not require 
witne ses to substantiates their assertions. If we think 
they are without value as they stand, we will give them 

no weight, and we will say So. 

HO er A NT Ys I think then, Mr. Chairman, 
to make my position clear, when I cross-examine Mr. Plotkins 
I will ask him very pointedly to substantiate those accusa- 


tions and allegations, and then rut him in the position 
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of again applying to you, Mr. Chairman, as to whether 
he should answer them at once or be given, be again 
permitted to defer them. 
THs CHAIRMAN: There is no question of that. 
WITNESS: I am going to answer that now, Mr. Frawley. 
You see, as this Commission continues the members of 
the Commission of necessity have a greater appreciation 
of the different points, the different disabilities, 
bhe different situations which exist in our industry 
and are better able to appreciate and weigh any given 
Situation, and that is what was in my mind when I asked 
for emy ropliss tobe deferred because at the besinning 
of the invsstigation I had no doubt that the Commissioners ,- 
no matter how much goodwill they would have given to the 
matcer under discussion,- could not have weighed ‘the 
implications. 

a) ieee oe ty: 6 “That is another reason, you know. 

A Wed, that i5 @ reason and it is a sound reason, anc at is 


tie only reason I have. 


a) Tags Gquite.a different one ‘than the one I- thought you 
eave already? 
TH: THAIRMAN: Go on, Mr. Plotkins. 

A Now, I am going to endeavor to deal with some of the 


problems that were disclosed in the examination of 
other witnesses, because they were disclosed but not 
amplified, so that the Commission can take them under 


consideration. 


eae ever she) fe: 
Pause Elo tKIinS. 


One of them is tne fact that one of the witnesses 
disclosed that while he as a producer of gas, natural 
gas, and selling his natural gas to an absorption plant 
in the Valley, any one of them, while he received 20% 

as his share, 20% of the recovery of natural gasoline, 
while he received the value of that 20% as his share, 

he was called upon,the preducer, to pay the full 10% 
Government royalty out of his share. Yhich meant 

that instead of 20% he received as a net result 10%. 
wow, that condition I developed some years ago with 

the Provincial Government, not because I was worrying 
about what position the producer was in because, after 
ol, tuat was upto him to’ look after himseif. The 
reason I approached the Provincial Government about that 
matter was the fact that it permitted the Imperial and 
the sritish American and the Mayland interests in Turner 
Valley to sell a product that they had not paid their 
full share of taxes on, with the result that they had an 
advantage over me who was called upon to buy gasoline 
and pay the full share of the taxes. At that time I 
developed that angle with the Minister of Lands & Mines 
and I pointed out the inequality of the position between 
myself as a refiner and distributor and the Imperial or 
any one of the other companies. I showed him, to his 
satisfaction at least, that we were not placed on an 
equel basis and that the companies processing absorption 
plant naphtha had a distinct net profit of one cent a 
gallon over and above what we could get. So that as a 
result of th se representations over a period of time, 


my information from Mr. Ross was that he had again passed 


a & Fy aie oes Wi ct 4) 6d oe woe ee reer ae fo eee ae i 
o : Via Paes 1 he ys rv 


{ bt 
/ x 
; th Z Q . 
> x x 
eh ap 
=) Vey ears ove , 
iy ene 
iT 
wee Suite | PN 
ecgegeeh Posen, cs ta MS oty ss A 
‘ PIO AG OS Gg aa coat LON Mt 
i c - ; 3 
: oa ae 
3 PIT NaF Saree SR) OE TaaRtereay aR 
Wet gars: , eo cas) | 3 
i ; nN Ae | ras ae | 
i i yes oie a . wc: . 
ic re tar 
a { uf i? { Ga coal 


ty kes: 


Ayo: Z 


wei 
om 
| ¥ ean 4 


pects Os 


- 8260 -= 
ieee 2 LoOvkins. 


an Order-in-Council and had straightened out the 
situation and had made a demand on the Imperial and the 
other absorption plant operators for the difference in 
the taxes, which I understood amounted to some seven or 
eight hundred thousand dollars. Now, my iad CPA 
and information to this date is that while the Province 
could make a demand they apparently are not in a legal 
position of enforcing that demand and with the result 
that to-day the burden is still on the producers to pay 
the full royalty and the absorption plant does not pay 
any royalty on the products that they recover, a portion 
of which is the property of the Crown. Now when 
that problem came up I investigated and tried to find out 
how that matter was handled in the United States, because 
I wanted to suggest to the Government an appropriate method 
of equalizing the situation. I found the fact was that 
the different Governments in the United States, either 
Federal or State, imposed the collection of the royalty 
on the refinery and that that problem does not arise. 

So that they have had experience and developed a method 
that prevents that inequclity between the major companies 
or the operators of absorption plants and the general 
trade. Now, to the producer it means a burden because 
actually all he is getting is 10% and to the competitor 
it means a burden also because that money becomes avail- 
able to the processers to put themselves at an advantage 
in the market, and with the heavy burden of taxes that 
to-day are borne by the oil industry where taxes amount 
to considerable more, to several, oh, a dozen times 


possibly, the profit, if any competitor has an.advantage 


i a na . # 
iow : i. 
é : ee 
i . ¢ ¥ 
z j 
ff a 
F i r 
ae cote et hee 
yaee J 
‘ 
« . N 
“8 ENt a = 
Nv ; 
c i 


(Re leu iat 


eee cure cake tenes Oe Ms catee anus we af 
ES) eR aap ANB ee een carte 2 
=) ; ‘4 2 j 7 4 
Re . 
; Saat ee 
salt : Nits scat 
: 7 ~ ‘ 
é Ba hae Ty ees 
¥ N = 
j 
7 
- a 
ae ’ 
ie . 4 . 
Cat RM Os eA eae e ats 
= Ee a z 3 a = 
ite, 7 rc ¥ if a 
5 ’ i . 
, 
‘ , 3 % 
ee ee — 3 
eu : Btkay Aes ane 
“Ee f 
7 i & 
M ) ays 
+. rs =) 2 . f = 
a pe | e 
Oe } { 
< © ) ‘ 
i i } = 
“oF £ k: 
ie Ya: Pat © vit 
ih 
‘ z 
+ = f 
ay eA = oh ere a: 
rel. ais ; a 


< + ‘ ht x Med 
. et ¥ wae 
‘ eats 
' r é 
. 7 
penta: ea Bias Alba 20) Ain te 4 
as Pe Aly ar as ; : . aR fees . 
J ., ay oe. 
\ n 
> 4 ’ ; Ve 
ia Dy Te ee ; 
m1 if ei 
" coer er 
aa 4 5 
< s 
z y * £35 
. 
as z bia 
a od 
: aa Le. ‘ 
ey rn f a i 
meine i ee a Fe ahh oe L ee on 
ORs ee a a AY Pri As ase A 
= wot 93 Bie te eH . » 
4 i ( y \ fi 
7 v 
SIA j J : ‘ a 
: 2 i - ne ; wie ‘ry ‘ é i 
mi te ae ~ Va 4 pf f ' a OSes ta ae 
r : Z af AY ote es can en nt Pr a: th 1 ery 
‘ j Ff ' cys , 7 4 
‘ . is ¢ { 4 ay deh) al we 
Fe " % 5) Ay £ : te 
‘ i fe ‘ ‘vy as 
‘ ae z uj Ce ( ’ f 
re “ ; & ‘ “ F ee 1 , : ‘ ‘ 


cite : 
a vay. 6 +e 


ma 


L. 


ime 


- 8261 + 
Plotkins. 


in the form of tax exemption, whether it is brought 
about by implication or as a net oresult of the 
Operation of the laws, the fact is that that competitor 
is placed at an advantage and can displace our products 
on the market. Because & cent a gallon is a tremendous 
advantage. Our average profit for a period of years 
was only three-quarters of a cent, the total profit. 

So that naturally if the Imperial or Mayland interests 
ar any other casing-head or absorption plant company 

in Turner Valley had a cent advantage over us, we 
certainly wers placed at a disadvantage. Then that was 
myineason for the, interest I took at.the time,in)this 
matter of the royalty on absorption gasolire. 

Now, in dealing with the 
same subject there is another tax disability that we 
labor under and this time it is a Dominion Government tax 
disability. Now, this problem I am going to relate is 
ene that only.in, the, operation,of,a business. canyi a be 
shown. I mean no amount of theory, no amount of book 
learning and no amount of ordinary experience in any 
department of any company will bring to light the 
inequalities that are brought about by laws, and, as I 
pointed out a moment ago, when these inequalities are 
expressed in cents per gallon they become destructive 
to competition. Wow, come back to casing-head. 

When I last purchased casing-head I purchased it from 
the Gas & Oil Products Company. I paid the company 
their market price, whatever they asked, and it included 
a sales tax of 8%, Dominion Government sales tax. 


But being I used this particular product in the course 
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of manufacturing other products, in other words, I used 
it in my general manufacturing operations, the Dominion 
Government caumes pack at the end of the year - in our 
case at the end of three years, they discovered a loop- 
hole - and they say "Yell, uow, that is all very well to 
say you bought it bax paid, but you are a manufacturer 
and licensed under the =xcise Tax Laws and the law is 

you must pay us, the law as we interpret it is that you 
must pay us the difference between what the Gas & Oil 
Products or the Imperial - because we happened to have 
bought from both companies - has paid us. The difference 
between the rate they have paid us on and what you 
actually purchased it at." So that to-day in fact it 
is now probably going to go to the Courts as the other 
Sales tax case went to the Courts. We are in a position 
where we are resisting that demand because we say we have 
no means of knowing what Gas & Oil Prodeuts paid sales 
tax on or what the Imperial Cil paid sales tax on or 

what the Texas Company paid sales tax on. So that there 
again it is a case of the working of the law and most 
likely because the laws are evolving to 4@ new situation, 
which is we have a petroleum industry in the “est which 
is in the hands, not only of the larger companies but 
some small independents. Now, I want to point out 

that. this particular problem does not arise with the 
Imperial. Why? Because they set the price at which 
the Dominion Government accepts, or in the language of 
the Excise Department,the sales tax value. In other 
words, there is an advantage in the Imperial Cil in 


posting a price in Turner Valley for naphtha. The fact 
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is they do not sell any to any outsiders so, therefore, 
there would not be any particular necessity for posting 
a price. But there is a big advantage in posting a 
price and that is that the Imperial Oil or the British 
american is able, if they manufacture the products, to 
declare under oath to the Sales Tax Branch of the 
Dominion Government in their monthly report, "This is 
the value that we have placed on it and this is the sales 
tax value for tax purposes". And they accordingly pay 
on that basis. Now, when I buy that the Dominion 
Government Excise Department officers say "Well, that 

is all very well for them but that does not just work 
Out the same for you, because you) are, not in a position 
to manufacture that product and -you are buying it an 

an increased cost over the posted field price. So 

that we demand that you remit us tthe difference." 

So that we find a situation 
where the Imperial has placed us in a position of not 
only where we cannot buy at the posted field price but 
we are further penalized by having to pay increased taxes 
because we have to pay more. And that applies not only 
to casing-head but that applies to finished products 
that we may buy from other companies, major companies, 
in the case of products that we are unable to manufacture 
ourselves. So that there is a poirt that while it means 
hundreds of dollars, even in a small company, it is one 
of the factors and I am going to be able in the course 
of reviewing this business to point to a good many of 
them of the same character. It has the effect of 


burdening us with taxes that the big companies do not carry. 
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Now, we are already handicapped and the fact of these 
additional burdens places us at a further disadvantage 
in competing in the open market. 

Now, in my previous testimony 
ft remember making a remark that I was now able to face 
the situation in the Sra What I meant by that is I 
had grown sufficiently to be able to face competition 
openly instead of hiding ourselves behind some back alley. 
What I had in mind was not because we had made sufficient 
money or we were in a financial position to meet competition. 
“hat I had in mind was the fact that I had then pioneered 
sufficiently and laid the foundation for amicable relations 
between our company and the different Governments. What 
I mean by that is for three years I was faeed with a 
situation where I did not know what amount of taxes the 
Excise Department was going to ask from me. In other 
words, I was budgetting for I eenta g@llon profit and 
I was open to the possibility of the Dominion Goverment 
demanding a cent and a quarter over what we were then 
paying of our Gwn free will, as we interpreted the 
Hxcise Tax laws. It took four years or five years - 
it was only last year that I succeeded in getting the 
Exchequer Court to review our complaints in the form of 
the Dominion Government suing us for some six or seven 
thousand dollars that they claimed. It was only last 
year that the Sxchequer Court made the finding that 
caused the Department of Excise Tax to issue a book of 
regulations that put us and every other independent on 
a somewhat comparable basis. at least it was a considerable 
advance over the arbitrary way that before any Inspector 


of the Department would come to us and look at our books 
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and say "We want so much money." In other words, 

there was no definite basis of taxation. So that at 
least as a result of that judgment we can submit our 
prices or our valuce for sales tax purposes direct to 
the Minister in case the local Excise Tax officers do 
not agree with them. 4S a result of that decision we 
are now protected because we submit our figures that 

we are prepared to pay sales tax on to the Government, 
and after they have beem passed the matter is closed. 
With the result that we know what we are going to pay 

in the form of sales tax where before for all them years 
I did not dare expand the business, not knowing on what 
basis we were called upon to pay the tax. That was one 
of the major things that made me lay low. Another thing 
was our relations with the Provincial Government. I 

was faced continuously during the period that we were 
very smali,, at. least our Operations weré very small, 


with an attitude on the part of the Provincial officers 


of more or less imposing on us. In other words, saying 
"Tie, is, it,,Like itor fold up." ., Why? “or, the same 


reason, not because they wanted to be arbitrary but 
because the laws were not clearly defined, and it left 
too much to the arbitrary judgment of each inspector. 

And then another reason was, and that is the main reason, 
the gasoline tax law was so indefinite that it permitted 
the Imperial Cil in one year, I do, Ot recall the year 
but I certainly made a lot of fuss about it, to retain 
some six hundred or seven hundred thousand dollars of 
taxes, that I understand the Goverment as yet hee not 
succeeded in cohlecting. Now, what I am referring to is 


this, that the Government at that time was not in a 
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position to clearly define what product was taxable. 
So that we found over a veriod of two years or more 
a chaotie condition in the industry in Alberta, and 
under them conditions I was certainly placed ata 
considerable disadvantage. I attempted to remain in 
business in spite of the conditions by the best means 
available to me. It is a combination of these factors 
that led me to curteil my operations until such time 
Se borel) sate. | hed laid my foundation, for my, relations 
with the official authorities that would give me 
sufficient safety to go ahead and plan for the future. 
It is not because we were afraid of the big companies 
we laid low or curtailed our operations . It is because 
we were afraid of the Government and to-day that is still 
the worst factor that we have to contend with. Not the 
Doper.al O11. Why? Because, as I said, before the 
jmperial O11) can only act on,an economic basis and, if 
they choose the economie basis they can only express the 
other basis through Government «ction- In other words, 
it can only be done by Government law. So that the 
reasons we did not branch out or did not expand are these 
I have enunciated. To-day we feel strong cnough, and 
imitne Jest coupis of years 1 heave felt. justified win 
resisting any demand on the part of the Government based 
on the present laws that impose certain conditions of 
distribution on our business. And the reason I felt 
gafe in resisting them is I felt when it came to Court 
that I would be eee eed in showing that the Government 
had no power tc impose those conditions. So that to-day 


our problems in the matter of expansion is still to remove 
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this legislation from the books of the Province and 

if remove most of this legislation we will remove per 

se the racket angle that I have tried to paint, and 

we will then have at least approached to a free 
unfettered industry in Alberta. 

THE CHalIRMaN: Do you care to specify 

what legislation you would remove from the Statute books? 

A I would have to spend quite a little time, Mr. Chairman, 
fem oreparea to do that. In fact it is one of the 
things 1 intended to do, was to name them, but so far, 
due to the fact I spend a lot of my time here and still 
have to look after my business, I have not been able to 
Go it. I certainly will do it before the Inquiry 
terminates. 

Q MR. FRAWUY: It should not take you very 
long. 

A Peete NOt -Oniy the Legislation I have to..say, "put 2 
have to try and make, at least bring out the effect of 

that legislation as we see it. L could pring a lb the 
Acts, but what I want to do is to spend some time, 
sitting down and thinking out the results of these 
different Acts. 

Q You have already spent a lot of time discussing the fuel 
Oil regulations. There cannot possibly be any more than 
four or five Provincial Statutes that affect you at all? 

A There is probably one you have not connected with the 
fuel oil regulations, and which will show you that it is 
not so simple as you think. ‘Ye have what is known in 
the Province as the Highway Traffic Act. The ordinary 
person would not relate the Highway Traffic 4¢t with 


any disability to the petroleum industry, at least as 
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affecting the independents. I will reviow that briefly. 
“hen that first came into---wnen it was first put on 

the Statute books one good innovation was that the 
Highway Traffic Board dia hold sittings. That was the 
first time in my experience the Provincial Government 

had gone to that trouble of consulting us, or at least 
heuring what we had to say. They held sittings in 
Edmonton, Calgary and various other places. I remexiber 
attending on the Sittings because the legislation was 

not very explicit but the Board Chairman had made a speech 
some place that had bsen reported, to the effect that he 
intended to control and regulate the carrying of gasoline 
and petroleum products. Of course, my ears just pricked 
up immediately because I, feeling that most of these 

acts are directed to an end, I naturally was alarmed. 

So I attended the sittings of the Board and in questioning 
the Chairman or in stating my views and asking the Chairman 
to elaborate on the regulations and in the course of their 
examination of applicants for licences - beeause the 
medium that were going to be able to control the traffic 
of petroleum by - and I was not interested in the other 
problems outside of my own business interests - was through 
the medium of licences. I gathered, and it turned out 
to be that way too, that the Highway Traffic Board was 
going to concern themselves, not only with traffic 
matters, but the effect of competition between the major 
companies and the independents in the matter of petroleum 
products. In other words, they were going to decide, 

and in fact they did decide and made clear that only the 


major compunies' agents, carrying gasoline only and 
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directly making @ living, were going to be granted licenses. 
The other common carriers or truckers would not be 
permitted to carry gasoline. Well, that is exactly the 
words that I ae in fact that is the result. We 
found when the Board proceeded to carry out that policy 
and I also discovered that the policy of the Board was 
going to restrict the number of licences for ordinary 
carriers and creating franchises, which woild mean that 
fas a refiner and distributor, being able to distribute 
my products through means that had been created through 
the development of roads and changing economie conditions 
whereby every little district, somebody sprung up, a 
farmer's son or somebody else who saw a means of making 
a living by buying a truck and going into the trucking 
business from that point to the distributing center, 
such as Calgary, Edmonton or Red Deer, he was going to 
be precluded. That was going to be given to some bigger 
organization that would be well able to take care of the 
taxes and in fact that was the expressed views of the 
Chairman, someone that would be able to take care of the 
reports and the red tape, and as a matter of fact that 
Board did bring in chaos in the trucking industry for 
some six months or a yeur because, added to these dis- 
abilities I have pomnted out, they attempted to impose, 
or they began to institute a complicated system of freight 
rates and reports, tonnage reports, on which to base their 
taxes. In other words, some bright mind had discovered 
that if you could tax so much a ton mile that the 
Government would get so much revenue. in fact, that was 


tried, but in the practical carrying out of that the 
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resistance from the trucking industry and from these 
individuals, the impracticability of giving them the 
information that they wanted was such that opposition 
developed and that they finally abandoned that idea. 
But as a result of that expedition into this method of 
tazation the Board found that a number of truckers were 
not office men and could not give them the things they 
needed in the reports. A lot of them could not actually 
give them what they had carried, the weight, because in 
many cases they did not have scales and they would guess 
at the weight. So coming back to the carrying of 
gasoline I found that our efforts were going to be 
restricted in marketing. That is, our marketing efforts. 
I went to the Chairman in Edmonton and I pointed it out 
Teehimoand, as. 1 recall it, he was not very bashful. 
Peusaio ives. that is right, that, is our, intention and 
that is what we are going to do." All right. We defied 
that. We defied them in this way, that that is a law, 
that was a regulation rather, passed by the Traffic Board, 
which was not expressed in the form of a law. It 
Wee Some basis that represented the personal vicws of the 
Board, and I deemed it in conscience that I was not 
bound to observe those regulations. As a result of that, 
we defied the Board and instructed our truckers to 
disregard the restriction. They did take a licence out 

= but we certainly disregarded the provision where we 
could not carry gasoline except----our dealers were 
placed in the position where if thcy Wentced to, 
they could under the law, they would have to come to 


Calgary for two drums and not carry anything else. 
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In other words, because of the operation under the 
conditions that the Board imposed, it was such that 

they would just pass out of the picture. So that is 

one of the angles most likely Mr. Frawley has not even 
considered. Nevertheless, it restricts our operations, 
and if I studied the different nets, - £ have a folder 
that thick with complaints I have registered with the 
Dominion or with the Provincial Government in the last 
Six or seven years under these various laws, and in 
reviewing that folder I have no doubt i .ecan pring to .the 
Commission a memorandum covering the objections as we saw 
them based on the different legislation. 

Q THE CHATRMAN: That would be a very good 
way of doing it. Make a memorandum showing your objections 
to the existing legislation and an addendum showing 
what leglislation you think should be out forward to meet 
the evils that you are talking about. 

A Yes. 

Q and we will give it such weight as we see fit. But if 
you want any weight given to this question of legislation 
you will have to be concrete. 

A Yes, in fact, Mr. Chairman, I have from time to time 
written to the authorities concerned, and I believe that 
I have a memorandum here that will cover most of the 
points. In these different memorandums I offer suggestions 


to the Provincial Government. 


D 


We suggest that you take your time and prepare your 
memorandum with care? 


Yes. 


But if you want any effect siven to what you are saying 
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about legislation we want to know precisely what you 
want amended and how and why. 

Yes. 

Generalities won't help us when we come down to reporting 
on legislation? 

That is true, Sir, and that is why in my memorandums I 
am guite concrete and to the point. 

Poe a aL Piet. 

MR. COMMISSIONER LIPSETT: Mr. Plotkins, before you 
pass from that, there were just two things I wanted you 
to be, perhaps, a little more precise on. One was with 
regard to the 2 cent payment of the discount or something 
Por /inue- head office, 1. thinkyit,was,jpofythe U.or. nae? 
Tes, 

Is that something different to the ordinary wholesale 
prices and marketing prices? 

THE CHATRMaAN : Or discounts to other 
jobbers? 

Oh, yess The only way I could answer that concretely 

is to read a letter where I explained :n detail what 

was taking place. But briefly, at this time I want to 
Say this; that the U. F. A. contracts, at least the 
conditions that existed between the U. F. A. Co-Operative 
and the Maple leaf - because I want to correct myself, 

it is not with the Imperial Oil but it is with the Maple 
Leaf Petroleum who, as we have been told, is a direct 
subsidiary of the Standard Oil of New Jersey, and not 


directly connected with the Imperial Oil. So that we 
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find a New York organization tied up with the U. F. a, 
on a direct contract and the provisions of that contract 
aré altogether different from any existing marketing 
contract in Alberta. And this @ cents----- 
Q You, perhaps, want to develop it a little more fully. 
There was a second thing I wanted to ask you to devclop 
a little more fully too, and that was, you said that. 
instead of the situation being better - that was in 
reply to Mr. Frawley - to-day than it was when you were 
complaining about not being able to get a supply of 
crude oil, you said the situation was worse? 
A Yes. 
I would like to hear a little more of what you have to 
say about that? 


THE CHsaIRMaN: after lunch. 


(At this stage the Hearing was adjourned until 2:00 P. M.) 
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(EVIDENCE OF Mk. PLOTKINS CONTINUED) 


WITNLSS ; First, lire Chairman, I 
want to answer questions put to me by ir. Commissioner 
Lipsett with regard to the two cents that I mentioned 
as being used by the U.F.A. Central, yes, Central organ~ 
ization. I want to read a letter that goes into that 
matter and covers it I think properly. This letter is fron 
the Lion Oils Limited, Calgary, under date of December oth, 
1936 te the Honourable Lucien iiaynard, Parliament Buildings, 
Edmonton, Alberta. 
"Dear Sir: 
u It occurred to me that I should draw to your 
“attention the matters of the relations between the 
“Maple Leaf Petroleums Limited, and the U.F.A. Oil Co- 
"operative, of which ir. Brownlee is the head. 
" In the past, when the U.F.A. Government was 
"in power and before the U.f-eA. Oil Pool was more or 
"less financed by sir. Janes iwackenzie of the Great ‘iest 
"Distributors Ltd., who contributed so much a gallon to 
“their head office, and this amount which represented a 
“substantial sum each month, was no doubt used for 
"strengthening the political set-up of the organization. 
7 When Mr. wackenzie felt that the influence of 
Nthe U.FeA- Government was on the wane and that he could 
"not carry on, on his own, without paying any tribute to 
Nthem he discontinued his business relations with the 
"U.F.A. group with the result that no further funds were 
Navailable from that source. 
" The UeFeA- Oil Pool at that time, through the 


“efforts of Nr. Brownlee, then got in touch with the 
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"Imperial Oil with a view of contracting a similar 
"set-up, but as they did not have any capital with 
"which to erect plantsand distributing points, the 
"Imperial Oil found a method of supplying this def- 
"icilency by turning them over to the Maple Leaf Pet~ 
"roleums, who then negotiated an arrangement whereby 
"the U.-F.A. Oil Pool would be supplied with plants to 
"be paid for by Maple Leaf Petroleuns and turned over 
"to the Pool, besides entering into an agreement where- 
"Dy Maple Leaf Petroleunms would supply products at a 
"fairly large margin, more or less nursing the organ- 
Nigation. 

* At the present time the Pool is in the pos- 
“session of a number of plants and is campaigning act- 
“ively with the hely of hiaple Leaf Petroleums to obtain 
"Nes large a volume of business as possible. As the Pool 
"thas no funds all of the organization work and invest~ 
"ments have had to be made by the liaple Leaf Petroleums, 
“with the result that today the UeF.A4. Oil Pool has an 
“income sufficient to carry itself and out of the gross 
"margins, a part of which is rebated to the farmers, 
"members of the Pool, in the form of a patronage dividend, 
Nonother substantial part is turned over to the central 
“office of the U-F.A. 

tt While I am not in a position to say what use 
Nis made of these funds by past experience I would be led 
"to believe that it is used for political purposes and, 
Nand if all these statements are true, which you oan 
"verify if you see fit to do so, it would mean that Im- 
"pnerial Oil Ltd., or the parent company the Standard Oil 


Nof New Jersey, which owns 100% of baple Leaf Petroleums, 
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"is indirectly endeavouring to influence the actions 
"of the U.F.A. as a political organization, and it 
"would seem to be a matter well worth your consider-~ 
"ation. 
Mi All the statements contained in this let- 
"ter are true to the best of my knowledge and are 
"based on my relations with the organization of the 
"Great West Distributors, and are absolutely confiden-~ 
"tial. 
" iiy interest in the matter is that the Im- 
"perial Oil Ltd. has set up a competitor with their 
"funds, that does not stand on its own feet, which means, 
“as is common with these types of organization, that if 
“any losses are incurred Imperial Oil Ltd. foots the 
"bill, and is thereby not only competing unfairly with 
"us, but is also influencing political actions on the 
"Dart of interested groups that react to the advantage 
“of Imperial Oil. This reaction is not only in the 
“marketing end of the business but in every phase of the 
"industry, namely the producing and drilling end of it, 
“and a clear example of this can be found in the actions 
"of the late Provincial Government with respect to pol- 
"Nigies in Turner Valley, and also the curtailing of out- 
"lets which was introduced into the Fuel Oil Tax Act 
"through the orders of .ir. Brownlee, at that time 
"Premier of Alberta, and had the effect of making pract~ 
"ically impossible the erection of any further indepen- 
"dent marketing outlets." 

I want to say that at the time that regulation came into ef-+ 

fect, the Imperial Oil and the British American went out 

throughout the country and paid what we considered fabulous 


prices for independent outlets, not to buy then out but to 
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lease them and tie them up under contract for a long term 
of years. 
like FRAWLEY: what company did that? 
The Imperial and the British American. I recall that one 
of our stations that we had under contract in Gleichen as 
a typical example, was doing very little business, we had, 
we were merely selling products to that station, we had no 
lease, we had no contract, it is not necessary for us to 
do it under contract but the man was given at least six 
times more money than we could afford to pay him for his 
station and the result was overnight he quit us and was 
tied up; it eventually closed down because the company 
found they had : burden, when the situation changed, where 
there was no restriction as contemplated under the law, but 
they finally closed it up, but that was the effect at the 
time of increasing the value of whatever stations were then 
in existence, because there was no means of obtaining any 
further Licenses to open up new stations. 
iy So you will see that while on the surface it 
"Nis a legitimate transaction between Naple Leaf Petrol- 
Neums and the U.F.A- Oil Pool, the results of such ar- 
"“yangements as these are of great consequence to the in- 
"dependent oil industry of Alberta, and should be a mat 
"ter for Government action. 
" I trust that you will find time to study this 
Umattber and bring it to the attention of the proper 
“authorities. 
" Thanking you for past courtesies, I remain, 
Sincerely yours, 
Lion Kefining Co., 


Per 
Luli Plotkines.* 
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Now there is another matter I want to direct attention 

to in this matter, that is, that I have hepbened to 

kéep very Glose connéctions with the Maple Leaf due to 
the fact that I had worked with them for some time ana I 

am well aware of the considerable losses that the company 
shows every year in large operations and I maintain that 

if an analysis of those losses is made that it will be 
found because of the bonusing which is now taking place 
with the U.F.A- Organization; in other words the Maple 
Leaf Petroleum is in the position of a scapegoat, in bonus- 
ing and financing an outside organization for the purpose of, 
through that method at least, obtaining additional gallonage 
but originally for the purposes of political action. 

Q MAJOR LIPSETT: At the time that happened, Mr. 
Plotkins, it was not at the time that Mr. Brownlee was in 
power in the Provinoe, that was after? 

A No, this is after the present Goverment came into power. 

Q Was it after the present Government came into power that the 


arrangemonts between ir. Brownlee and the Imperial Oil were 


made? 
A Oh no, no, it was made before. 
Q Was this 2 cents not made or was it at the time that Mr. 


Brownlee ceased to be Premier, when he became the manager 
of the UsirsséA. Orga nization? 

i No, he didn't become manager immediately, he only became 
manager after his Government fell from power and then he 
became manager and Attornéy for the Maple Leaf Petroleums, 
but to my recollection, in fact I am almost positive, that 


all these arrangements were made before the present Govern- 


ment came into power. 
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I also want to say or add, 
Mr. Commissioner Lipsett, this fact that after I wrote 
that letter to tir. Maynard I interviwed him and asked 
him what they had done and what they had found out and 
he told me that they had cuased an investivation that had 
substantiated the statement that I had made and as a result 
of that situation they were then going to pass legislation 
that would effectively prevent, in their opinion at least, 
a continuation of that sort of an arrangement and as a re 
sult IL remember seeing some Act limiting the activities or 
restricting the activities of co-operatives, that at the time 
impressed me as being directly aimed at the situation. 
THE CHALTuA N: what is the date of that letter 
you last read? 
The 5th af December, 1956. 
tuAJOR LIPSHTT: re PLOUKINS, Do was auxtzous, a1 
you know, to get a little more elucidation as to the 2 cents, 
whether that was something over and above the price they gave 
to anyone else or whether that is a discount for certain 
volumes? 
MR. BRAWLEY: iir. Chairman, I presume tmt the 
contract, hr. Plotkins seems to speak learnedly of it but the 
contract will be put in evidence before the Commission, the 
Gontract between the Maple Leaf Petroleum Company and the 
U.s FA. Central Co-operative. 
WR. NOLAN: That is, I think the witness 
should say to the Commissioner now what that © cents represents? 
Yes. IT can give it. 
MR. NOLAN: Is this & cents added to somne- 


thing else or is it 2 cents rebate, I do not understand? 
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iA JOR LIPSETT: I do not understand either, 
whether it was &£ cents commission given to every other 
wholesaler or whether it was a commission over and above 
that which everybody could get? 

You see, tir. Commissioner Lipsett, I was fully aware of 

the conditions of the contract existing between the Great 
West Distributors and the U.F.A. for reasons of competition, 
I kept myself informed, so that when the contract was ter= 
minated between the Great West Distributors and the U.F.aA. 

I went to see ir. Mackzgenie and consulted him in respect of 
the conditionse--~ 

MR. FRAWLEY: You had better tell the Con- 
mission who ir. Mackenzie is? 

Mre George Wackenzie is the manager of Great Jest Distributors, 
and discussed the matter because at the time I had been ap- 
proached by a committee of the U.F.A. with a proposition which 
I could not see ny way clear to accept because, as I said in 
that letter, they had no capital, did not offer to risk any- 
thing, wanted us to set them up in business and the only 
thing they could offer was their influence in securing bus- 
iness, so that as a result of one or more interviews with ir. 
iiackenzie we endeavoured to put ourselves in a position to 
find out what was going to take place, in other words we 


kept ourselves informed as to where they would go and under 


what conditions they would do business; why, because as 4 


new competitor it was just ordinary business sagacity to 
find out. so that as time went on and they made this deal 
I Kept myself well informed as to the details, not by look- 
ing at the contract because I have never seen it but by in- 
vestigating. putting pointed questions to different members 


of the staff and to different people that had something to 


do with supplying these requirements and after getting all 
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the threads of fie catitne bic where, & have consulted other 
parties and weighed them against what they were doing, in 
other words it is not necessary that we know every detail 
Of what our competitCrs are doing in the matter of eost or 
in the matter of competition, if we have a sufficient amount 
of ground knowledge we can then weigh that and test it 
against what they are doing and see how much margin they 
have to work on by finding how much they are giving away 
and findine what it costs them to do business. Well in the 
case of the U.F.A. I was informed that there was a straight 
é cents made available to the U.F.A. Central. Now that 
could be made available not only in the form of a contract, ee 
cause there are various other ways of doing that, without 
mentioning it in a contract but in thecase of the U.-P.A. 

it was made available indirectly by financing certain of 


their requirements and applying a credit off 2 cents a gal- 


lon or some other figure,-I am not familiar with the details 


again except I learned the method,-applying a certain amount 
of money against those plants which were originally put up 
by the Maple Leaf Petroleums; in other words the hiaple Leaf 
Petroleums bought the plant and asked the U.F.4. to pay for 
them but they made a provision for paying for then than 
selves, so that in the long run the plants would be clear 


of debt and would be the property of the U-F.A-; now that 


is not true in every case- There are variations from that 


because of the complications inherently in the U.F.A. Co- 
operative Association but in the main they have found some 
method that permits the Maple Leaf Petroleum to bonus the 


head office with a sum equivalent to & cents. 


MAJOR LIPSETT: Is the system, as you see it 


at the present time, that the liaple Leaf incurred the cap ital 
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expenditure? 

Yes. 

And then credited 2 cents a gallon off the purchases to- 
wards paying for those capital outlays? 

Credited an afiount, varying with conditions, bat Pater it is 
done is not really that, they give the biaple Leaf no doubt a 
spread, in other words below the existing tank waggon, in 
eaon place they have allowed the ijaple Leaf a spread. Now 
that spread no doubt is subject to contractual relations-=-- 


take FRAWLEY: You do not mean give the 


Maple Leaf, give the U.F.A.? 

Give the U.F.A. 4 spread, I am sorry. 

MAJOR LIPSETT?: what I was trying to get, lr. 
Plotkins, without interrupting you too much, was whether 
your statement is that they sold to the U.F.A. 2 conts less 
than the wholesale price to a similar wholesaler? 

Yes, in effect, although that is not just a straight-cut 
contract in that situation, because it would create dif- 
ficulties; in fact it would not only create difficulties but 
the Maple Leaf would then lose absolute control of the sit- 
uation; in other words the U.-F¥.A. could accumulate assets and 
go elsewhere when it felt strong enough but in order to tie 
up the situation to the point where the U.F.A. was dependent 
on the siaple Leaf there were arrangements that did not con- 
form to the usual jobbersesupply relation; in other words 
the size of the contract, thore were arrangenents made in 
connection with financing of plants and it is in connection 
with that that the "OokS or at least the organization of 

the tuaple Leaf is able to credit whatever sum it is directed 
to, to a particular account with the result that so much 


money finds its way to the U-F.A- Central Organization and 
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on the tiaple Leaf books it cay be shown in a variety of 
ways but in effect the net result of it is to provide 

the U-r.A- with a much better deal than any ordinary 
jobber can secure, although that might not be true if 

the jobber were a very true man, with a large organiza- 
tion such as iir. ::ackenzie; in othor words the U.F.A. 
coming to the Imperial 0il or the iiaple Leaf at the 

start with nothing but their hands, would nomally only 
get 2 cents a gallon spread but they were able, because 
they found themselves in a position, the U.FeA. group, 

and also the combination of the political association, 
they found themselves where they had something to offer 
and as a result, instead of getting a straight 2 cents 
agency commission, the :iaple Leaf, directed most likely by 
Imperial, because I understand it was the Imperial that 
made the negotiations and turned them over to liaple Leaf, 
the Maple Leaf would then build up some system or make 
such connection as they saw fit and would give them what- 
ever the situation demanded and whatever they would give 
them would not. necessarily be more than what lire. liackenzie 
would be in a position or myself would be in a@ position to 
denand, having capital, outlets, ability, and means of 
continuing in business, so that the situations are not sin-~ 


ilar. 
The next question Commissioner 


Lipsett asked me to direct my attention to was why a g2 Ue 

say that existing conditions were worse then what was the 
situation a couple ot years ago. Well in my experience in 
this oil business until last year, until last July, con- 
ditions, prices and competitive conditions were such that we 


were always able to successfully compete; in other words we 
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could pay our bills, pay a decent wage, pay our taxes and 
show a reasonable profit, Modest, true, per gallon but 

still respectable on the basis of the capital that we em- 
ployed. But now last July though the situation changed, 

the major companies or I should say more specifically be- 
cause i think I went to Mr., to the Imperial, and asked 

thea their reasons, why they reduced the price so drastic- 
ally and I went to the B. A. and they didn't know anything 
about it, they said they would only be compelled to follow, so 
that I oan fairly impute the move to the Imperial; the Imper- 
ial decided first when I consulted them they gave me as an 
excuse that we were, and when I say “we", that the indepen- 
dent part of the industry, were cutting prices, their prices, 
but it turned out that was only an excuse and I studied or 
endeavoured to study and make up my mind what was behind 
their move and in studying the Government report I found that 
the independents had secured in a short space of two or three 
years, two years to be exact, a large proportion of the vol-~ 
ume of business that was offered and I naturally came to the 
conclusion that possibly cians were other reasons than just 
price factors, so I interviewed the manager of the Imperial 
Oil in Hémonton and went over the situation and it happened 
that that day when I reached his office he says "I am now 
ready to make a further cut in the North territory of a cent 
and a half a gallon on the products tit you people manufac- 
ture and sell egainst us", so I asked him his views and his 
reasons why he had secured permission from his head office to 
put that into effect and he showed me a lot of statenents 


that purported to be reduced prices that the other companies 
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were selling it below the Imperial Oil, he showed mo in 
particular some of our own invoices and s0 Tf examined 
them and I pointed out that he had come to the wrong con- 
Glasion, that we sold our products F.0.B. Edmonton and 
not f.0.B. isMorinville, it happened that he showed me 
and tnok as his basis for the discussion an invoice of a 
sale to someone in Worinville which is some 20 or 20 
miles from Edmonton and he said "Well now I see that your 
man is selling these products cheaper than the tank wag~ 
gon price", so I said "Well now you know, at 
least I think you know, you have been supplied with the 
pricelist from our office and you should know that all 
our sales are made F.0-B. our distributing station in 
Hdmonton and that that price sho’ on this invoice, while 
it is made out to a particular farmer at fterinville, it 
was sold to his representative or trucker, in other words 
he sent someone in to buy these products from us at the 
Edmonton station because we make no deliveries" and I pointed 
out to him that that was the rightour right price because 
they have con.cwvwded that we have the right to name a price, 
at least it took quite a few years to get them to concede 
that and we have supplied them year after year with our 
prices and the reason we have done that openly is the fact 
that a number of years ago Mr. Teagle, the then manager in 
Galgary, conceded that he would allow us to exist if we did 
not cut or sell at prices more than 1 cent below theirs and 
IL faithfully at the time and still am doing the same thing, 
adopting that policy, because it was agreeable to them and it 


was reducing the amount of friction. It removed any excuse 


for price fluctuations and we have followed that out for the 
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last six or seven years. Now when lLir. Stevens showed me 
this invoice L pointed that out to hin, that we were just 
Selling at our regular price and he agxeed that that was 
the case and that he had overlooked that matter and he 

said "Well of course we have no basis for reducing this 
price and we are not going to do anything about it", and 
there was nothing done but the damage had already been done 
in the South and as a result of tit starting of a reduction 
Or what they call "a competitive discount" we found our- 
selves beginning last July going into the red, month after 
month, and when I attempted to straighten out the situation, 
I went to iire Stevens and I said "Now what are your, what is 
the trouble, what do you expect is necessary before you 
straighten out these prices to permit us to live" and he 
says "Well I am not in a pos:ition to dictate to the indepen- 
dentsand I am certainly not going to name any conditions but 
it is for vou people to decide”. well naturally he was not 
naming conditions but was creating conditions which left us 
no option and as & result of one or two interviews I made an 
attempt to get all the competitive companies, that is the 
refineries, because after all it is the refineries that set 
the price because the jobber or the marketer can only sell 
at a profit over what he pays to the refinery, so that L 


went to the different refineries. independent refineries and 


I tried to picture to them the advisability of getting to- 
gether and satisfying the Imperial Oil with a vi ew of 
Btraightening out the price situation and after quite a lot 
of work, a considerable amount of effort in {HOt tin tina ley 
got each company to state its policy in writing, to name its 
prices, they were not necessarily the same, but they conforn- 


ed to the policy which had been expressed by hire Stevens, as 
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14 
acceptable. Now when L got all that we had a meeting, 
Mr. Stevens, myself-=+--~ 

Q MRe FRAWLEY: Who is Mr. Stevens? 

A Mr. Stevens 1s the manager of the Imperial Oil in Ea- 
monton, the Alberta manager. 

Q Marketing manager? 


Marketing manager. io had a meeting of the Board and the 
Texas Oil Company, the Texaco Company, the Manager of the 
Pexaco Company was present, I was present, Mr. Stevens was 
present, Mr. Jones of the Gas and Oil was present, Mir- Don 


Becker of the Becker Refining Company was present, 
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and all we did, it was very brief, was I submitted them 

a statement in writing of the policy that we intended 

to pursue, both as to prices and business practices, 

and asked them if that was acceptable. They studied 

the matter and he said it was quite acceptable, and if 

the other companies present were willing to come to 

some similar decision and sent him a copy, that he saw 

no reason why, on a given date, I think it was the 15th 

day of March - this took place around the first of March - 
Q Mir. FRAWLEY: What year was that? 

This year. He saw no reason why they should continue 

the present or the then existing competitive discount. 

I have explained to the Commission already that these 

discounts. do not affect tank waggons. They are. a, sort 

of combative weapen to take care of the situation without 

Gisrupting prices. Now, I asked Mr. Stevens at that 

meeting before he left to give me his word of honour 

that if I succeeded in getting these things lined up 

as he wished or would like that that would be done on 

te UHtheeand he.Ssaid) "Uncondd tionadliyeayes.% Now, 

the reason I asked him for that was that while we are 

a small company we cannot put a change into effect over- 

night. There was not only the question of prices dealt 

with at this conference but there was another important 

question and that was limiting the amount of products 

and the specifications of these praducts, which meant 

that we could rationalize, within limits, our business 

to the extent of the power we had to do it. Tmt put 

me at a considerable disadvantage at that time because 


we maintained prices and suffered galionage loss rather 
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than reduce the prices and keep all our business. 
agar that was the lesser of two evils. We would 
lose less money maintaining the price and losing part 
of our business than we would have in meeting the 
prices of the Imperial. So when the 15th of March 
came along, or in fact two or three days erage ol 
‘phoned Mr. Stevens. I approached Mr. Meltabarger, 
the manager of the Texas Company, and he also 'phoned 
Me. Svevers, and all I can say is the net result of 
quite a few telephone calls and intcrviews, personal 
interviews between myself and Mr. Stevens after that 
date, there was nothing done and he refused, at least 
Pew seid it was not aeceptable and so forth, and found 
one hundred and one excuses that to me did not make 
sense. We hag done what we had agreed to do, but 
anparently he was not in a position to carry ont his 
word. vince that date, since Jast Sepvember, not ioniy 
have they reduced the price of 3rd grade gasoline, 

very effectively reduced it, 4% cents, without changing 
the price of crude or without any changed conditions in 
the market, and reduced kerosene distillates to the 
same extent, which is 90% of our sales, that is sales 
of independent refineries, but they also developed a 
new competitive factor by throwing on the market 
hundreds of thousands of gallons of plant naphtha or 
combination plant naphtha and some other mixture at 
prices that represented a considerable loss to the 
Imperial Oil as far.as I can determine. Now, after I 
had spent all this time in endeavouring to meet their 


wishes, I began to think "Well, now, then, the reason 
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was not exactly to cut prices", because, after all, 

we reason these things out, and there igs a reason 
behind every move, whether it is of our company or the 
Imperial. I came to the conclusion that the price 
factor was not a serious one, because I might say some- 
thing at this stage that the fact that some small 
percentage of business moves at a lower price does not 
usually affect the greater gallonage. For this reason, 
that it is just the same as distress crude, in the case 
of distress refined products. Whocver has distress 
6rude only has so much and is forced by financial-or 
other circumstances to dispose of it. Now, if a major 
company or the dominant factor in that particular area 
were to just get excited and get panicky and say "ell, 
there is some crude out there sold for 75 cents, because 
somebody has 500 barrels or 5,000 barrels and were forced 
to sell, now, we mst reduce everything to 75 cents," 
Well, now, experience has taught me and has taught the 
major companies and it is a maxim in the trade that there 
will only be so much available at that price and the 
trade will have to go to the market for the rest of its 
supplies and, therefore, the price that will prevail 
will always be a price to make it posstble to protuce it 
at a profit, for refined products or crude, So that in 
the long run in the case of the Imperial Oil in alberta 
the fact that a very small percentage of it is moved 
there was justification, I must say in fairness, for 

the stand that the Imperial took at that time. It was 
possible to buy a certain amount of products at con- 


siderably lower »rices than the prevailing prices, end 
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that was a condition that was brought about by temporary 
situations in the Valley and would have had no influence 
whatever in the long run with the business because the 
volume that was available at this price was prohably 

less than one-half or 1% of what the Province consumed. 
Therefore, it was certainly folly and suicide for the 
Imperial to cut their price and cut their revenue to 

the extent of hundreds and thousands of dollars by 
reducing the price of 3rd grate gasoline and distillates 
by 43 cents. So that I have to look for another reason 
and I found or I came to the conclusion that the other 
reason was just the very simple results of the conditions 
that were created by the discovery of oil in Turner Valley 
and that is that since Turner Velley has been discovered 
there has sprung up a few independent refineries. They 
have becn able to go out and eombat in the market and 

get their share of the business. That share reached the 
stage apparently last year where it alarmed the Imperial 
Oil and they took steps, which are the ordinary steps in 
the business, to see that the companies could not 
successfully carry on. As a resgjlt we find Mr. Mayland 
coming up here as a witness and saying his operations do 
nat show any profit. Our operations are on the same 
pasic. IT have no doubt ee other refineries are 
on the same basis because they certainly must pay the 
posted field price for crude and they must pay their 
employees and they must pay their taxes. And to-day then, 
if the Imperial is willing to take a licking, in other 
words, to take losses for another two or three years 


at a considerable cost to themselves, they can put us out 
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of business. But in the old days, fifteen years ago, 

it was possible, in fact there would have been no 
question we would have gone out of business. Why? 

Our operations then were limited to the factors that 

we had to ship our products by the railroad in a limited 
district or area. In other words, we could only serve 
avery limited area. To-day, if the Imperial chooses 

to put the price down in one area unless they pat it 

Gown in all areas that we can reach they are just taking 
& loss themselves thout Line Pore! he. corresponding 
loss on their opponents. So that what do we find? 
Since the Imperial has seen fit to put the prices dow 
and to create other conditious such as this naphtha I 
ermreroerringe to, which, by “the way, "cantonly reach. and 
is only meant to reach the districts we are competing in, 
we have found ways and means of going out in other 
districts. In other words, we have concentrated on the 
higher-priced districts which show a profit. But itis 
naturally impossible to transfer our activities from one 
district to another overnight and show a profit. In 
other words, we first have to establish ourselves. 

AS a consequence, these different moves have not borne 
tao Aa gg We are at least taking the fight to themona 
wider territory, which will cause them considerably more 
losses and they will then be faced with the option of 
weighing which is the lesser of the two evils, allow us 
to find our place in the market or put us out of business 
at a considerable cost, which I might point out, by the 
way, will later on be borne by the public. That is the 


situation. That is the reason why I came to the conclusion 
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that conditions to-day are considerably worse then 

they were two years ago. 

THE CHaTRMaN: any remedies to suggest 

to us? 

Well, as far as remedies, yes. They are only partial 
remedies because it is still a question of what attitude 
the major companies or the Imperial Oil wishes to adopt. 
Because, you see, Mr. Chairman, it is not an economic 
Pom oton. it is not.a political eondrtion in’ thic 
particular instance. It is just a matter of a state of 
mind. The Imperial, through its parent company, does 

not concede the right or the privilege, well, <I call it 

a right becausc we are human individuals, for anyone else 
to go in business except to be dependent on them, and 
until that attitude is changed I do not know of any 
remedy except to fight it out because I do feel if the 
Government intervenes, as I have asked them to do, in 

the question, and I was given the reply that is typical 
to what would happen in situations like that, I was given 
a reply to the effect that it was not a very nice 
political move to go and fight to keen the prices up, 
even though it might benefit the independents, even 
though the claim was just. So that certainly you cannot 
see any political or at least any Government interference 
that would improve the situation because their interests, 
that is their political interests are such that they do 
not feel that it is wise. So that the only thing that 

is left is a conference between the companies concerned. 
Now, the Government could, without taking any definite 


stand on the matter, probably bring pressure to bear to 
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see that there is some round table conference and the 
matter straightened out at least on the middle ground. 
We won't get all we want and the Imperial won't get 

all they want but we might find some method preventing 
destructive competition at the pvresent time that no 
doubt in the long run will be costly to the public 
because it is going to be cvident before this Commission 
retires thet everything that happens in the oil business 
in the end the public pays for it. On thet standpoint 
I do mt know if I have any immediate remedies to suggest 
except, as a I say, a round table conferencs. Because 
there ere not very many of us and it should, if ‘sood 
will was displayed, be comparatively easy to straighten 
out the situation. 

MR. COMMISSIONER LIPSET?T: Was this reduction of 44 
cents you mentioned, Mr. Plotkins, that was confined to 
the 3rd grade and the kerosene, was it? 

Meat is grd grade and kerosene. But there is: an 
additional competitive factor that does not appear on 
these statements and on these tank waggon differentials; 
First, let me ask you, was there any corresponding 
reduction given in the standard and Ethyl quelities? 

No, the standard has maintained its price for qhite a 
long time now, and Ethyl the same way. You! see, 

Mr. Commissioner, the reason sténcard has not 

moved is that the indenendent refineries are not in a 
position to manufacture. We must buy it. So, therefore, 
if the Imperial or any other----well, in fact, it is 


only the Imperial because the other companies have never 
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offercd, or at least have refused to supply Ee: wane ite 
we Should buy standard gasoline from the Imperial 
and if we were to be so vicious as to cut the prices. 
they would not continue to supply us. Naturally, 
there is no situation like that arises in connection 
with standard gasoline or Ethyl. So, therefore, 


we find a condition to-day where standard gasoline is 


16 cents and 3rd grade sells to the dealer at 94 cents 


at the Imperial Oil with a differential in the case of 
manufacturing of probably I cent a gallon at the most. 
MR. COMMISSIONER LIPSETT: What are those figures, 
16% cents? 

16% cents, that is the Calgary tank waggon, and 9 cents 
mene dealer's price for drd grade gasoline, which 

is 7 cents a gallon. 

MR. FRAWLEY: What is the 93 cents? 

The 94 cents is 14 cents official tank waggon less 14 
cents competitive diseount and an additional IT cent 
was put into effect not very long ago. That is 2% cents, 
and 2 cents, what they call, I do not know what name 
they give it, but it is @.cents for the dealer. 

You say the 124 is now less an additional I, and less 
what again? 

Less I and less 4. 

Less 2 again? 

Yes. 

That is on Acto gasoline? 

On acto gasoline, yes. 

MR. COMMISSIONER ZIPSETT: I am sorry, I think I have 


not got it accurately. You are talking now about ord 
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quality? 

érd grade gasoline, yes. 

That begins at 124 cents? 

No, the official tank waggon is 14 cents. There is first 
a reduction, a competitive discount, as I understand it 
is called, of 1$ cents. | 

14 cents competitive? 

Yes. That was a differential that was put on it last 
September. «a few days ago we had official notice that 
another cent was added to that, which makes it 24 cents 
competitive discount. And then there is a further 2 cents 
a gallon discount------ 

That is since September, is that it? 

Beg pardon? 

14 cents less I$ cents competitive discount? 

Yes. 

And last September there was another cent added? 

No, last September is when the first 13 cents came into 
effect and then the 1 cent about a week ago or something 
like that. On top of that they are also allowing 2 cents 
&@ gallon to dealers. Now, dealers, the Imperial and 
the British American----- 

That makes 9% cents? 

94 cents. I want to try and paint the picture there. 

It can be challenged, if I do not qualify that. 

MR. FRALEY: So as not to confuse the 
Commissioner, you are quite satisfied that I cent 

which you say was just a few days ago is definitely 


off the Calgary 12% cents, because Mr. Stevens told m 


not, you see? 
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True. ‘Ye are playing with words when we say Myo Sor Uiaigr 


because there is two Calgary tank waggons. There is the 
City of Calgary tank waggon and there is the country 
Calgary tank waggon. The City of Calgary is 14 cents 
without any discount because that is the price the 
Calgary service stations are now serviced at. In other 
words, «cto gasoline that goes into the pumps of the 
different service stations in ie City of Calgary are, 
the owners of those pumps or the lessees of those pumps, 
are Still paying on the basis of 14 ccnts. 

MR. COMMISSICNSR LIPSETT: In the Calgary City it 

is 14 cents without any deduction? 

Yithout any deduction, although there again there is a 
qualification. There is I cent discount for 100% accounts, 
po thst, in effeat, probably most of the gasoline moves 
at 13 cents in the City of Calgary. 

MR. FRATLEY: show you Exntolt Sap, 
Mr. Commissioner. You might call Mr. Plotkins' attention 
to the 14 cents being off the City tank waggon. 

Mire. COMMID LONGR LIPSETTs rerhaps, I had better leave 
that to you. 

MR. FRALEY: Very Well, soll:s 


MR. COM*IS*SICNER cout Mae Then the City is 14 cents, 
less I cent for 100% accounts? 

Yes, that is the City deliveries to service stations. 
Although there are some account pay 14 cents if they 
divide their business. 

now, then, Calgary country? 

Calgary country, that means a farmer coming in. We 


will first ses how the farmer fares. lf a farmer comes 
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in to Calgury and goes to one of the major companies' 
warehouses, he pays 14 cents less to-day 24 cents if 

he happens to come from a certain district. bia 
other words, there is a designated territory that thet 
applies. So that he pays 114 cents. 

He pays what? 

He pays 113 cents. 14 cents, less 2% cents. 

ness 24 cents? 

Yes. 

I thought you said 1$ cents? 

If the same farmer sends in a trucker to some major 
company and the trucker says it is for resale, he gets 
it for the same 11 cents less a further discount of 

2 cents, which gives him his net delivery cost to him 
at the refinery or the distributing station at 94 cents. 
Now, this farmer would be asked where he came from 
before the rate of discount would be determined. But 

a dealer could come from any part of the Province and 
still get that price. The reason that distinction is 
made is because the Imperial Cil or the major companies 
do not recognize such a thing as a dealer. They only know 
agents and the public. In other words, in order to take 
eare of their business on their own basis they do not 
sell for resale. They appoint agents which sell for 
their accounts, which gives them absolute control of 

the conditions of sale right to the consumer. But the 
competition that the Imperial and the other major 
companies have had to meet has been developed through 
creating merchants; in other words, we have nct gone 


to the man and gaid "Yell, now, we are going to give 
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you some stock and we are going to put you in a warehouse 
and tanks and you are going to have to work for us as 

a servant and we will vay you 4 a orieated and you are 
acoountable to us for the money and losses and so on," 

We have gone to him and said "Here, we are manufacturing 
products. ‘Ye are going to sell you these products the 
same as any other products are sold in trade. Once you 
pay us for them they are yours to go and do with as you 
see fit. Go out and see what you can do with making 
Vemiselt sea protit.and ai living. ® “ith the result we 
have entered into contracts with these men that we have 
established as merchants agreeing to supply them for a 
definite period, usually one year, and they have gone 
out, and depending on the conditions that they are faced 
sith, in other words, one man might be able to merchandise 
these products for considerably less than another, 
dependent on their situation. They went out in their 
territories and sold them things at a profit. The profit 
to them might be under the existing price that the 
Imperial or the B. A. or somebody else has set for their 
agents at that point to sell at. «as a result competition 
develops. In other words, that dealer or that merchant 
that. wo. Sold) to in. the, last four onmfive on) Sixaysaers;, 
has been able to cut the cost of distribution. Because 
he came direct to our plant, he bought and paid for the 
products and took his own chances and devised his own 
ways and means of merchandising these products, and he 
performed a service that the Imperial Oil or the other 
major companies in the past had not performed, except at 


an additional cost, that is, he came to the refinery a@ 


ee es abd ier cas 
iv: uw Soe #1 


H val a ee 


Pe ¥ ; We 4. ie 
MOE. Si = i at OR ee 2p 


i ae Obid OM ft ots 


Senn seh 
j ¥te r/ Bir ame Hh hee te om figs ate vy," 
Aa et iohouton cr #) a & | Sait RO, 
| ie ie? i ‘kia crea 
a f - i ) 
I a0) etiagea 0 


Rarer ¢ 
i 


T-3 
13 


Le L.-lotkins. -~8300- 


to our bulk station, distributing station, and he delivered 
the products direct to the farm. He delivered them at 
regular intervals. In other words, he called on his 
customers quite regularly, due to the fact that that 
particular merchant was already in the business of 

making rounds for securing of other freight business 

or for selling these farmers or whatever trade he had 
developed, products. So that we find these merchants 
were able then to give a little better service at, in 

a good many cases, less cost. as a result a new situation 
was developed that I pictured the other day where there 
was some short cuts in the process of merchandising or 
distributing the products. Now, for the Imperial 
Oiljior any other major companies in order to) reaeh our 
business it was not only necessary to cut or to give 
Special competitive discounts, because,after all, they 
could only reach the farmer with competitive discounts, 
but they had to find an effective way of reaching our 
distributors, in other words, our merchant men who came 

to us and boug:t our products and paid for them and went 
out and sold them. In order to reach them and not 
interfere with their own business, because that privilege 
is not given to their own agents, they made a spedial 
discount of 2. cents to what we know as dealers. So that 
to-day our agents or our dealers or our merchants buying 
from us have no Sees "hile we do make a contract 
with him there is no compulsory features. All it says is 
"Ye agree to deliver at a certain price for the time being 
to take care of his business." ue agrees to buy and pay 
for it by.cash. There is no compulsion on either side. 


390 that that man is a free agent and we have done that 
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purposely. We are endeavouring to build up a fres 
distribution system where each man will play his part 
according to the circumstances that he finds himselt 

in in the general level and the general average will 

work out to a lowering in cost. AS a result of that 
Situation the Imperial put in this 2 cents additional 
discount and, of course, naturally, the people’ that 

we are now Selling to, our agents or our dealers, which 
Wennow Sell to on ‘the basis of 13 cents.) whi ch) Perour 
official tank waggon, which is I cent below the official 
tank waggon of the Imperial, we give them a discount 
or a dealer price, as we call it, of 14 cents for a 
product similar to Acto. Now, it is not quite true 

it is similar. There is another competitive basis I 

want to draw the Commission’s attention to and that is 
that the major companies have seen fit, because of the 
wide spread between the 4rd grade gasoline and the standard 
gasoline to discourage the sale of it. tn other words, 
even in the best of conditions there is always a 2$ to 

3 cent difference between the tank waggon of érd grade 
and the tank waggon of standard gasoline. Naturally, in 
a reffnery, especially a good big refinery, the cost 
between manufacturing one grade as against another is 
very small. So that the companies suffered losses 
because the public bought so many gallons of this white 
structure or this Acto gasoline and paid less money for 
fit. So. that it was profitable to discourage the sale 
and more or less force the customer to buy other products. 
So as a result of that situation either of these major 


companies have purposely discolored or adulterated the 


érd grade gasoline. 
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with the result that\today Acto is a colored gasoline, 

in other words, it is not pushsd at the place of sae, 
with the result that the average motorist shias from 
that product and of course the natural result is the sales 
are kept down. Now with us, not having a standard grade 
gasoline, we are not interested in pushing the standard 
grade that we must buy from our competitors, so that we 
are in turn adopting a different attitude, we manufacture 
as good a grade, as good a third grade gasoline as we 
possibly can, why, because we are interested in pushing the 
Sale of that third grade becauee it is more profitable to 
We vthan the sale of the standard grade or Ethyl grads. that 
we buy from the other company, sq that there is that 
distinction in quality; another thing is that by manu- 
facturing what we call a thirty color; straight run 
gasoline, that same gasoline is not only available for use 
in motor cars but it is pure enough in finish that it can 
be uSed in lamps, it can be used in cleaning clothes, it 
ean be used for a variety of other purposes that the pete 
gasoline cannot be used for; in fact if a farmer or a 
consumer wanted to buy lamp gasoline, he pays a premium 
because the lamp gasoline is a specially manufactured. 
product in so far as the major com-anies are concerned; 
now to come back to the rosition of this third grade, it 
means then that the dealer, oil dealer, and the other 
independent comranies' dealer, today are faced-with a 
situation where we are demanding 114 cents for third grade, 
f.o.b. at our refinery and they are able to go next door 
to my refinery, just a few yards, and buy a Similar product 
for 94 cents. Now I am wondering yet how it is that we 


keep our business but we seem to be keeping the bulk of it. 
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I thought you said 84? 
9s for the third grade. Now our dealer is also tempted 
further than that, he can go to the major companies’ 
Stations, not the service stations but their distributing 
Stations and he can get in Calgary another product for 
8S cents which is called I think tractor fuel; again that 
is a mixture of casing head and some Kerosene, distillate, 
Now naturally if that condition keeps up, if that is kept 
up very much longer, it is probably reasonable to assume 
why we are going to lose a greater and greater portion of 
our buSiness but as I said before we are endeavoring by 
all means we can command to offset that situation by going 
into territories where that condition does not prevail and 
maintain our position as good as we can. Of course, as I 
Sagq,"thero is a limit to that. It takes time” but LT have 
no doubt that it is a losing game so far as the Imperial 
Oil is concerned, even although they may have all kinds of = 
resources because my concluSions are based on this fact that 
for the last few years the Imperial Oil has maintained that 
policy apparently across Canada with the result that we find 
the Company in avery difficult position, they have had to 
pay dividends from reserves instead of from earnings and 
that has been going on now for some years, so that I am 
hopeful that the Directors or the parent company will 
Soon see the light and quit fighting the independent units 
of the business and start to pay dividends out of earnings 
instead of out of reserves. 
THE CHAIRMAN: We will take a short recegs. 
( A recess of ten minutes was here taken. ) 
“4TTNESS: Now the Chairman asked me 


before recess what I could suggest for remedies and I gave 
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what I thought of at the time as some of the remedies. 
Now arter givine it a little more thought during the 
mecess I want to point out that that are eiod is possible 
only because the Imperial and the major companies have 
control of the crude in Turner Valley and we must buy fra 
them at the price they stipulate; in other words if this 
were a free market and the crude were available direct, 

in other words instead of buying my crude, the major 
portion of my crude today, I was ina position to buy it 
from independent distributors or producers and a situation 
tike this present situation arose, i would go to the 
producer and say, " Mr. Producer, I have invested so 
Yomuct mo.ey in a.refinery and distributing fTacilditiss, 

" you have invested so much money in the production, 

" properties, and we are faced now with the situation 

t where if you allow me to go out of business you are 

" going to find yourself without a market for your crude 

" except probably to sall your crude to the major companies 
? and that will entail limiting your operations afid possibly 
* other disabilities", now the prodcuer is in the same 
position as I am, he wants to expand his business to the 
best of his ability and wants to make a profit. He will 
sit down with me and try to figure out what is the best 
thing to do but I do not think that will ever happem for 
the Simple reason that the Imperial will not cut the price 
knowing that all I have todo is to get the consent of the 
producer to reduce the price of crude to meet the cut; in 
other words the Imperial or whoever it is that decides on 
that policy would be faced with a position where the crude 
would bear the cut, the loss of spread, not me, and faced 


with that alternative they would not take any action, 
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THE CHAIRMAN: All right now, this. 
position being what it is? | 

WSs) 

You say a free market gets away from that? 

Yes, 

Now then the position being what it is, that is to say 

you have pointed out that by making contracts and inducing 
contracts for the loaning of money and otherwise, the 
major companies have created a position where it is not 
what you describe as a free market? 

Yes. 

Now then in the light of existing conditions, all that they 
did was within the law I take it? 

Yes. 

Now then in the light of existing conditions, aside from 
Saying "This is a terrible state of affairs"? 

Yes. 

“nav do you suggest can be Losically, (sensibly and properly 
recommended that would do away with this which you describe 
as an evil, now that is where we are getting down to some - 
thing? 

thet, is really the very answer. 

Wes, it is all very well to-say " This is terrible" but 
now people may make improvident contracts and under the 

law they are entitled to, if the producers are not wise, 
that is a matter for them? 

Peas gow Mr. Chairman. -}--s-r=> 

They may think they are very wise and perhaps they are, 
Boat is not for us? 


No. 


Now you say there is something concrete, the major 
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companies' control, not free market, and for reasons 
which you give and which you Say this Commission should 

be satisfied with, there is not a free market, now I say 

" All right} for our present purposes let us assume you 
(eneve made your point"? 

Yes. 

“hat do you say we should recommend that would be sensible 
under the circumstances? 

Now if it were possible to answer a question with just one 
grand remedy it would be quite sasy. 

It may be that the findings should be that nothing can 

be done about it and if so let us hear you say that and 

af you. do,not think that, let us hear what you do think? 
“ell I want to express my considered thought on the subject. 
Right? 

a ee not ee to be cured or a free market or these 
Conditions that I have pointed out for the purposes of 
this discussion we will acesnt,are not going to be cured 
by any legislative enactment just to prevent the Imperial 
from making any contracts or by causing some Board or the 
Government to fix prices, or by reserving so much of that 
crude for, ind psndents., no, and after this Board ---- 

Nor by excuses tovfPovern oil? 

No, not as a Single remedy now, none of these things in 
this will change or alter the situation very much, it will 
temporarily create a new condition which in time will be 
swallowed up and the same conditions or the general con- 
ditions will prevail again; in other words the fact that 
we may prevent the Imperial Oil from makine contracts, will, 
certainly they will find another way to do the same thing 


So that would not be much of a remedy in itself and ff .do: not 
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feel that contractual relations between the individuals 
and the companies should be interfered with. that: is my 
view. 

Caeerry ONG 

Because if they make them of their own free will and that 
is the basis of our nrivate rights, and therefore, I do not 
feel that it is wise for me to express any opinion which 
Will interfere with the rights of the individual or the 
company So what I want to say is this ---- 

If I may interrupt, is that not the nature of the major 
companies’ control in this Valley? 


No. 


Is that not a danger to free markets? 


No. 

That they have the producers tied up? 

No, the only reason they have them tied up is not because 
they have made a contract with them in itself; in other 
words if conditions existed » in the Valley, as I would like 
to see them, that is the bases or the underlying conditions 
in Turner Valley, titles and financing and government rege 
ulations and in other words a complete concrete picture that 
makes up the entity known as the Valley, that the individual 
is faced with when he comes in there to develop, now these 
are, a contract only expresses the sum total of the conditions 
that exist in Turner Valley; in other words the Imperial, 
if it was forced in the same position as anyone else in the 
Valley, and what I mean by that is; if they were not ables to 
create conditions of their own in Turner Valley through 
methods that we have heard some of them, I described some, 
other people have described others, which directly create 


values, make possibilities, and so prevents or. restricts 
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operations in Turner Valley, if the sum total of those 
conditions were changed or removed it would not be so 
desirable for the Imperial to make these long term 

contracts; in other words they would not be as profitable 
and the basis of that contract would be such that it would 

be of no consequence to the Imperial Oil whether they had 

all the wells contracted or not; now that is a very 
difficult point for me to make at this stage of the inquiry 
because when I have developed fully the underlying conditions 
that actually now in my belief exist in Turmer Valley the 
Commission will then be in a position to weigh and analyze 
each of those conditions and see how uch of a factor each 
one of them is, in bringing about the absence of free 

market in Turner Valley, so that the mere fact of changing 

or making some legislation that will Supersede the contracts 
which exist today, in my estimation would not remedy anetn tee 
because, well if they cannot do it under one bases it would — 
have to be done under some other conditions; in other words 
they would then, instead of having direct practiCal relations, 
would probably go about by way of mortgage or by way of 
conditional agreement or 101 legal devices that are available 
to secure property, secure the control of property from the 
way in which any particular individual or company chooses to 
use it, so that the mere fact of changing the condition of 
the contract and saying “It is only for one year" or two 
years or three years, or no contract at all, would not change 
anything, if the finencial situation is such in Turner Valley 
that the average producer, contract or no contract, is at the 


mercy of the Imperial Oil or some other company. 


THE CHAIRMAN: Is that not because he has 
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not very much money of his own? 

No it is because of the sum total of conditions that 

have been brought about in Turner Valley through 
legislation, through fraud, through propoganda and that 

is a point which I can probably illustrate, we have heard 
Mr. Wilkinson say that the geologists of the Imperial Oil 
at one stage of the development of crude oil in Turner 
Valley have spread reports around that that particular 

well of his and that crude of his was valueless, was no 
good. Now they may have had an honest opinion to that 
effect, perfectly possible,. but it could also be other= — 
wise and when I say that I have in mind that at the present 
time, something that was brought to my notice a few days 
ago, I was informed that Mr. Nolan aprroached the Press, 
both papers in town, no doubt in the name of the Imperial 
Oil, and asked them to, requested them is probably. the 
proper word, to tone down their articles and to,. if 
possible, eliminate any publicity.. ‘Yell now that: is a 
weapon, if they can do it in one case in connection with 

a report of what is going on in this Commission, they 

can do it as to the Valley or ‘as to the conditions which 
exist in Turner Valley; in other words, if the Press is 

in that condition where they can be influenced or directed,. 
well now that is one of the multitude of means of propaganda 
that the major companies would have, could have to effect 
arsituation in Turner: Valley. 

MR. NOLAN: Now, Mr.. Chairman, I do 

not suppose I am entitled to any more protection than | 
anybody else before this Commission, but perhaps Mr. Plotkins 
will let us know now who told him that I saw the Press and 


endeavored to tone down the articles which they were writing? 
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well Mr. Nolan, Iam not prepared at this time to tell you. 
I think that you must know whether it is correct or not 
correct and who told me certainly is not material. . It is 
the truth of the statement that matters. . 

MR. NOLAN: egg Yell as I understand 

Mr. Plotkins he knows ORL is of his own knowledge about 
this alleged incident, He is giving us what he was 
informed. He is giving us Something that he was informed 
by Someone else. Now we would like to know who that 
Someone else was, I would like to know personally be- 
cause I am getting a little tired of this. This is the 
end of the fourth day, and’ is this man going to bs 
permitted to put this Commission off every time he is 
asked as to his source of information, because it is not 
in his interests at the moment to tell. ‘Ve have interests 
Voom sia haves.ad 1ayeae professional, personal reputation 
and I would like to know who told him I did that thing. 
Mr. Nolan, I am endeavouring to the best of my knowledge 
cls a WY tes Gere iso | 

THE CHAIRMAN : |. ‘Well, Mr. Plotkins, we 

are inclined to think that the time has come, you have said 
many thinss of what has been told you by other people. 

So long as you are able to say that someone told you Smme- 
thing, you, of course, ee no responsibility for dis 
truth, but the person that you say told you something may 
be called upon to seior oe to why he said things. Now 

in Courts of law witnesses are required, when they. give 
evidence, to submit to cross-examination upon the evidence 
which they give, for very obvious reasons, to test the 
truthfulness of the witness, to determine the value of his 


testimony. There is no different rule of evidence that 
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applies before this Commission. ‘Je have, for reasons 
which you gave and which seemed not wholly frivolous 
reasons, allowed you to defer submitting to cross- 
examination heretofore on a number of questions, but we 
do not think our lack of knowledge of the oil business 
nor any of the other reasons which you have heretofore 
given for deferring the answering of questions is 
applicable here. You have said, concerning a man of 
good repute, that he has, avcordins to what has been 
told you, attempted to interfere with the Press reports 
of these public hearings. I am now asking you to state 
the name of your informant. 


I would prefer to bring the witness that will. 


oOo 


The witness will undoubtedly be brought? 
Yes. 


Once again, I am asking you to state who told you that 


OQ b 


Mr. Nolan went to Yepresentatives of the Press with a view 
of interfering with the reports of these public proceedings? 
A Well do you think, Mr. Chairman, I am entitled to consult 
myrsolicitor before I reply. 
Q Since your decision is an important one to you, I think 
we will allow you to consult your solicitor. 
A Yes, and I am prepared tomorrow wiorning if his advice is 
that I should, to name the person. 
THE CHAIRMAN: Quite so. Do you see any 
objection to that course, Mr. Frawley? 
MR. FRAVLEY: : No, Lodo ot; 
. THE CHATRMAN: “e might as well be clear 
this Commission will not be run on the basis of anyone 
saying they will not conform to the ordinary rules of 


evidence with respect to the evidence they give, and 
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Since this is, Mr. Plotkins' decision, is important to 
him and he asks time to get the benefit of the advice of 
Counsel, I think he should be allowed that time, do you 
See any objection? 

MR. FRA'NLEY: No, Nom BU ail) Mae 
Chairman, but the Commission does not sit tomorrow. 

TH: CHAIRMAN: NO: ails ee bit aes 
kins, you may proceed with the rest of your evidence and 
you have until Monday morning for that consultation. The 
Question will be put to you first thing Monday morning, 
and you will then be invited to answer it once more, now 
you were, you had mentioned the subject of propaganda. 
Yes, as one of the methods and means that is available 
fopche majon companies to bring into play) a variety) oF 
factors that will give them or that “ill create conditions 
in Turner Valley that will effectually give them control 
at all times of the Valley and the products in Turner 
Valley, how they shall be run and the posted field price 
of crude and the tank waggon prices of refined products 
in this, in the normal marketing territory of Turner 


Valley. 
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So that to suggest a remedy based wholly on the Valley 
or on some contract or on any other one aspect of the 
Situation is not seasonable because it will accomplish 
exactly nothing. I will recall to the Chairman or to 

the Commission a statement by wir. Hill when he was on the 
stend. He made that stetenent-in good feith and it was, 

I thought, at the time quite typical. He caid it did not 
make much difference, in fact I remember his words, he 
said it would not make any difference vhat the Commission 
did with respect to the pipe line rate. Kow that is true. 
He said it not in malice, not to boast, but he said it in 
the light of his full knowledge of the business, that the 
business is made up of a multitude of factors, and that 
in order to change fundamentally a situation 2 variety 

of factors must be altered. And in the case of 'estoern 
Canada the solution, the basic solution for a free market 
lies in Turner Velley. But not wholly in Turner Valley. 
Now why I say thet is this, that the basis of our entire 
industry is crude oil. »e can plan and we can scheme and 
build and everything, refineries and -:odern plants and 
modern distributing facilities, but if we do not have 

an assured supply of crude some place it would avail 

us nothing. In order to stabilize values that will 
permit us rationally to gc into the business, whether it 
be a large company or a small company, the fectors are 
the same that they must take into consideration. [In 
order to do that they have to assure themselves of @ 
reasonably safe source of supplye In the infancy of 

the oil business the problems that we are faced with 
today did not exist. It was a matter of taking the 


erude from the ground in the back yard and refining it 
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in the front yard and offering it to anyone who would 
come. Only local factors governed the situation. 

The predominant trade was locsl. But as the business 
developed anc it assumed large proportions and other 
factors than local begen to. assert themselves and 
values were no longer determined by costs, because 

of these multitude of intervening factors that played 
on the business, then it became profiteble to use your 
ingsnuity end your brains and figure out schemes, some 
of them perfectly honest and some of them not so honesf,, 
to make it as profitable as possible. Now in figuring 
out any scheme, whether it was honest or not, the people 
or the firm or the industry had to accept whatever 
conditions existed at the time and they were forced to 
make their decisions and act in the light of the | 
conditions that they found. But as the business 
developed and became wider in its character it became 
profitable to alter some of those existing conditions 
so. as to bring about. more profitable operations. | wf 
have in mind that in the early days of the business 

as I have studied it, to base our own operations on 
them, beeause it is wisdom to be iouahes from 
experience, I found that the Stanusrd Oil had found 

an effective weapon in those days, and that is they 
were able to create or bring about conditions where 
they could force the railroads into not only lowering 
rates for their own shipments but they could force 

the reilroad to publish or to force their competitors 
to pay the posted rate, at least the published rate. 
and not satisfied with putting that extrs burden on 


their competitors they demanded a portion or a rake-off 
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as we call it, from the railroads as to the diffexence 
between what they were paying for freight rates, under 
given conditions, and vhat their competitors were Perea 
So that there is one of the first instances of whst we 
found the industry doing to get some advantage over 
their competitors. Now thet built up in the hands of 
the Standard Oil at that time quite a large fund, and 
vith thet fund they were able to club little by little 
into submission any competitors and we find that Mr. 
Rockefeller was akle through that device to force 

the major competitors to come to him and turn over all 
their plants and all their business for whatever 
consideration he saw fit to give them. It must be 
said in justice to him that when he did get all these 
plents and consolidated them that he made it more 
profitable than ever because of his ability to change 
existing conditions where his competitors could not 
change them. Wow they did not go about it in the 
ordinary way. They did not organize a company in the 
open. They done what I want to draw the attention to 
still exists with the Standard Oil of New Jersey. 

They formed what they called a trust, and that is 

Gach man or each group still retained the individual 
ownership of their own properties, but the securities 
representing the ownership of that property was 
thrown ina safe and Mr.Rackefeller had the key. 

Now that permitted this group or trust between them 

to play ageinst any opposition that developed and 
effectively put it out of business or bring them 

into the orbit of the group, at their own terms. 


So that the law then of the land became impotent 
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to act against that trust. ‘hy? It was an elastic 
entity. it was a trust, yet it vas not a legal 
entity. It was just a voluntary association of 
individuels. “hen the law went after one the other 
one was able to offset the condition. In othe. words, 
the law of the land became impotent. I spent a 

couple of hours studying this a couple of days ago, 
and I found the wrd "group" used instead of "compéiny," 
in this report, and that leads me to the belief that 
apparently the Standard Oil of Kew Jersey is not an 
ordinary company. It is not an incorporated company 
where you can go and determine ov/nership or you Gan go 
and determine their activities, just like you would 
any other company. It is a group of individuals or a 
group of companies owning not only the Standard Oil of 
New Jersey properties but es related properties 

or other businssses not related. This group is able 
to bring into play their financial organization, their 
affiliated organizations,weights and factors that the 
ordinary individual or ordinary company cannot resist 
or cannot meet. Wow I want to see if I can find that 
term, because I think it is very significant. tell 

it will take toc long to: find it. I will find it and 
submit it to the Commission. But there is another 
aspect that runs through this report that to me is 
also very significant, and it is one of the means of 
fundamentally altering conditions in the country, f 
notice that the thread bhet runs through this report... 
TH CHSIRMSN: | what report are you 


referring to? 
This report, Sxhibit "278", is to the effect that 
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everything is converted into American dollars, and 
that the credits of each country, in other words 

the results of all their operétions throughout the 
world, and they appear to be very vast, the funda- 
mental burden that they p4tace on each country in 
which they operate, it gives them a big advantage 

and it does it in this country as much as in other 
countries, is the fact that they cerry 11 their 
investments in dollars and convert all their earnings 
into dollars. Wow at first sight that would not mean 


very much. It would appear thet was perfectly 


proper. But I notice in this report. that reference is 


made to the impossibility of the Standard Oil of New 
Jersey of withdrawing its funds from Germany or from 
other countries that have passed laws to prevent it 
from doing that. But what I went to point out 

there is that through that weapon of being able to 
affect international exchange and the money of any 
country, especially the weaker countries, the Standard 
Oil group can, and the Standard Oil of kew Jersey is 
only one of them, one of the main ones it is true but 
it is only one, is able to bring about conditions 
where they can play on the market and bring about 
either a lowering or an increasing of price of the 
products thet it sells in thet country. Wor through 
its ownership or control of financial institutions 

in the United States, and the same in a good many 
other gountries in the world, they can also bring to 
bear, apart from the strictly financial, that is 

the international exchangs aspect of their position, 


loaning or withdrewing of loans from any one country 
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almost at will. And the combination of these two 
factors, which are only a few, permit them to play 
the market, in other words, to bring about a soaréity 
or plenty of cépitel available for development to | 
the opposition. Now they handle, they no doubt, 

in fact I know from my own knowledge thet there is a 
section of the Standard Oil group thet deals in» 
securities, that deals in Standard Oil securities, 
that is Standard Oil and their subsidiaries. Nov that 
group has egents in the countries in which they operate 
and through that fecility and through the banks and 
through the financial institutions thst they control 
they are able at will to break or to control values 
in Turner Valley. Nov it is not as glariw. in Turner 
Valley, which is comparatively small. It is more 
glaring in other countries where the operations are 
larger. But the fact remains that in Turner Valley, 
the development of our naturel resources here in 
Turner Valley or elsewhere in Alberte, is absolutely 
dependent on the Standard Oil, because of the fact 
that they control prices at Tumer Valley and control 
the market and because of their ability to influence 
the ability of anyone else to finance developments 
and not only beceuse they can play the market and 
maintain at a lower value the securities, but because 
they can prevent effectively any organization from 
developing to operate profitably in the legitimate 
end of the business. Wow as a result of them 
sonditions, -which are only a few, they have created 

a situation in Turner Valley where I consider the 


Canadian public, the_cahadian citizen can be dispossessed 
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at will by the Standarc Oil group of eny netural 
resources in the form of, petroleum procucts or 
petroleum in Al berts Nor I have been asked 


produce or to name the witness. I am going to at the 


solicitor seys this is the time, and thet is acceptebj 


to the Commission. And I will then deal concretely 


those people thet mke their living in Turner Valleys 
So that it is not en ordinary si 
some just slight deviation from orthodox morals. It 
is a fundamental condition thet hes been brought 


about in Turner Valley through freueé ene Sex ckery end 
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purpose. I am offering myself up apparently asa 
sacrifice and there would be nothing geined, personally 
or otherwise, by me making all these allegations and 

by 1e@ spending my time here, so that I want the Com- 
mission at least to feel at this stage that it is not 
just gq fancy on my part to just get some publicity. 
It is with the fundamental facts that I an doing that 
as a service to myself and the country, and I hope 

that the Commission will feel the same and that they 
will find remedies that will fundamentally alter the 
conditions that I am going or I hope to be able to bring 
to the light. Now another matter I want to drew to 
the Commission's attention, and I touched on thet this 
morning, is the question of the sales Tax. I think 
that is all that I have to say at this time of a 
general nature. So now I em going to point out some 

of the disabilities I find myself in as an independent 
refiner and distributor. Iam reading NoWe.... 

THS CH&IRMAT: You have a number of 
these, Mr. Plotkins, you want to deal with specifically? 
Yes. 

I am wondering the wisdol of starting at this hour. 

Tha t is all. 

This is a short letter I want to read. 

Ch very well, go ahead, yes? 

In these letters I have naturally given considerable 
more thought to than I sould do on my feet, and in 
these different memorandums to the various authorities 
I have, of course, come to conerete cases and I feel 
that they will assist the Commission at least to the 


extent of our problems in knowing whet we are up against. 
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This is a letter dated February 26th, 1937. 


"Hon. We L. Mckenzie King, Premier, 

"Dominion of Canada, 

"Ottawa, Ont. 

"Honourable Sir: 

y 4 press dispatch from Ottawa intimetes that the 
"present 8% manufacturer's Sales Tax will be 
"inereased to 10% in the forthcoming budget for 
REO SD (. 

" when the Sales Tax was increased from 6% 

"to 8% last May conditions forced me to absorb 
"the 2% increase, as due to drought and hard 
"times in our territory, an increase in price 
"would have reduced consumption of our products 
"seriously. 

uf The effect of paying the last 2% increase out 
"of 1936 earnings, has been to curtail our normal 
“expansion and the opportunity of employing more 
"men, as under present economic conditions the 
"only way we can obtain capital to expand is out 
"of earnings. 

" Another aspect of the Sales Tax es it applies 
"to Gasoline and refined trector distillates and 
"fuels, based as it is on 8% of the price set 

"by Department officials for Sales Tax purposes, 
"No small firm such as mine is called upon to pay 
Non 99% of every Dollar of turn-over while the 
"large oil companies pay on 66% of every Dollar 
"of their turn-over. 

i This results from the fact that the present 


“law allows the major oil companies to sell a 
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"comparatively small proportion of their volume 
"to anothcr major company for the purpose of 
“establishing a basis for Seles Tax at a price 
"substantially lower (even, in Some cases as in 
"Alberta, at lower than their book cost) than 
"the er wholesale selling price. 

Ls As a specific instance, in Calgery the 
Pimperia.| OLl' sells: to the Bsa. 0a Co. lat) the 
"present time, Sténdard gasoline at cl¢,; which 
"is the wholesale price to Service otations and 
"drum purchasers, less 7¢ discount, and thereby 
“establishing a price of 14¢ Sales Tax paid, or 
"12.88¢ ex. tax for Sales Tax purposes; this 
"represents 62% of their established drum selling 
"price; but as the Imperial dil distributes 
"probably 80% of its own refined products it is in 
Ng position to benefit by a saving in Sales Tax 
"by a considerably greater sum that the luss in 
"profits on the volume turned over to the other 


"major distributors." 


Another aspect of this oil business, the larger the 
company the more they rork on percentage. In other 
words a small percentage per sale runs into a lot of 
money, and with the high taxes thet we have been 

on oad to assume in the last 8 or 10 years, the 
question of a tax, the saving in a tax to one company 
over another assumes @ serious propartion. Because 
Phe matter of 1 or 2% more on each sale represents 

the difference between profit and loss, 4n« of course 


if the major companies, which was the case, “ht.” 
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were able to pay a tax on 66% of their take-ins 
and I was forced to pay on 99%, 8% being a very 
heavy burden, it just meant I was placed at @ con- 


siderable disadvantage. 


u With my business where conditions do not 
"Lend themselves to sell to major distributors 
"for the purpose of establishing a price for 
"Sales Tax purposes the law works out as follows:- 
"Our corresponding product to Imperial Standard 
"Gasoline, sell to the consumer for 18¢ a gallon 


‘at our Station in Calgery, or Sg a gallon lower, 


id 
, 


"but as 95% of our volume of sales is made to 
"dealers who sell through their own facilities 
"and to whom we give a discount of a¢g, our 
"everage return is 16.l¢ wer gallon and the 
"Department is asking us to pay on 16¢ or 99% 
"of our actual net return. This also works 
"out in about the same ratio for our other 
"products. 

uM Whereas the major companies pay sales Tax 
"Non a price per gallon that does not include 
“distributing costs, because the 7¢ per gallon 
“eovers Distribution costs and profit, I am asked 
"to pay Sales Tax on all our distributing costs, 
"ond when this is pointed out to the local 
"Nixcise Tax officials they admit the situation 
"is not eguitable but have no discretion but to 
"apply the law. 

" I therefore suggest that the 8% sales Tax 


"as at present applied to the oil industry is 
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Melis) £ LOvUnINS.. 
"not equitable as between ne ae omnes such 
"as Imperial O11, British American ete. and 
"Small manufacturers and marketers such as 
"myself. 
# I would strongly urge that the American 
"ixeise Tax collection basis on petroleum 
"products which is one cent per gallon be adopted 
"but modified to lg per gallon on gasoline and 


"one half cent a gallon on all tractor fuels..” 


The reason I made that suggestion is that in the Stetes 
the Federal Government imposes a cent a gallon on 
gasoline and no excise tax. on other products where the 
Dominion Government expects an excise tax on all the 
products. So thet I was recommending half a cent on 
take care of the 8% for tractor fuel because of the 


lover value. 


"...except Lubricating oils which should be taxed 


Nat 4¢ per gallon, with greases at 3¢ &@ pound." 


In other words the Excise Tax basis of taxation is 
inequiteble. The smaller the company the more tax they 
pay because of their inability to operate over @ wider 
territory and create the conditions thst the Dominion 
Government expects us to do as a basis for Sales Tax 
purposes. There is another aspect to that,prohably 

it will be of interest to Mr.Frevley, and that is 

that the prices of gésoline being considerably higher 
in the West)cand in Alberta: in particular, at, that 
time, than in the Bast, ,the effect of a flat 8% Sales 
Tax meant that the “est here and Alberts was paying 


Considerably more tax per gallon than the #ast, and 
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of course that was an additionel burden placed on 


this part of the country. 


In this way the tax would be uniform 
"throughout Canada and equiteble as between 
"companies and Provinces, whereas now, we in 

"the “est are, due to high labor, freight and 
"other costs, which make our average selling 
"price considerebly higher than in the #ast, 
"paying-in the proportion of cl¢ a gallon’ in 
"Calgary to 13¢ e@ gallon in Montreal. 

" Another aspect of the unfairness of the 
"present method of computing the Sales Tax is 
"that I am eelled upon to pay Sales Tax on labour 
“Nand freight because my refinery is located in 
"Calgary, 225 miles from Coutts, the American 
"porder point, where I import gasoline from U.S.A. 
"Nand pay Sales Tax on a cost of 7.2¢ @ gallon or 
",0576¢ a gallon. but on my own similar gasoline, 
"which I manufacture in Calgary the value I am 
"forced to pay on is 16¢ or .0128¢ a gallon, 

“Nor over twice as much. surely the law was 

"not intended to work that way. 

. With a flst tax per gallon the location of 
No manufacturing plant would not determine the 
"amount of taxes peid, and large or small con- 
"panies or enterprises would be treated alike. 

: I would respsctfully ask that you cause 

"the truth of my representations and conclusions 
"to be investigeted and give this matter your 


"serfious consideré tion. 
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- In the meantime I will again urge you not 
"to increase the present burden of 8% Sales 
"Tax as indirectly it reduces employment 
"through curtailing investment capital and 
"reduce purchasing power of the people working 
"for a living, especially in the ‘ves®, on 
"western made goods where the Sales Tax by the 
"time it reaches the consumers and the carrying 
"charges are added really amounts to between 
"10% and 12%. 

mf Please let me hear wh-t you have to say 
"with regards to charging the Sales Tax ona 
"flot price per gellon or pound with respect 
"to petroleum products as suggested above, and 
"to investigating the submission made to you 


Wicd 6) vVLeWw Or Sivines me Treitiet, 


ML Yours sinesrely, 
: Lion Refining Company, 
he Per 


tt Lie Le Ebotei ne. m 


As a result of th:t letter the Premier apparently 
caused @n investigation to be made. It vas made by the 
Mounted Folice and also by officials from Ottawa of 

the Excise Tax Braneh. They went into the situation. 

I furnished them whst facilities I could, and to this 
date I have not heard any more, sc thet apparently 

no action was teken. “ell I should probably not say 
that. In the new regulations th» t have been published 
in book form sinee then, there are various means and 


Manners that the Commissioner of sxciss Gan use at 


tok Ke oe om 
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his discretion to more equitably distribute the 

8% sales Tax. It is @ complicated matter because 

we have to submit to him the conditions where we 

feel we are aggrieved and it is for him to accept or 
at least to decide. Of course, in the case of small 
compa nie:s it is mor'e or less hard to do because you 
have to make representations, you have to act through 
solicitors and on an average it means but very little 
relief. But if the Commission, efter investigating 
that point, coukd elaborate on it and see fit to make 
recommendations to the Dominion Ghvernment, I feel 
that it ig justified and warranted. 

TH GHSIRMAN: We will pause here, 
Mr. Frawley, because of necessary attendance in 
Edmonton tomorrow on my part the Commission will not 
Sit until Monday morning next at 10.40 o'clock. Now, 
at that hour and in this place, I will renev the 
Question which I put to Mr. Plotkins today. After 
that I understood you had a witness from the outside. 
Mek. FRA’ L#Y: Mr. MeGrath who is 
ready to go on, on manufacturing costs. 

THE CHATRMAN: Mir. Plotkins was just 
intervening today, to fill in today by request? 

Mine FRAWLIY: That is true. 

THES CHAIRMAN: All right, we think we 
understand the order of thin.s. Mondéymorning at 10.30 
o'clock. 

(At this stage the Hearing was adjourned until Monday, 


June Sth, 19239, at 10.30 AeMe ) 
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IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


Commissioners: 
The Honourable MR. JUSTICE ae ae nae 


airman 


—and— 


| | 
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Pe Cuesta 


Statement produced by the witness 

James MeGrath, showing the Income 
and™axpenses of the Caleary Refinery, 

for the year 1938. 8339, 


Statement produced by the witness 

James McGrath, showing the marketing 

and manufacturing expense for the 

Calgary Refinery, Imperial Cils 

Limited, Alberta Division, for the 

year 1938. 8268. 
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THE CHAIRMAN: All right, Mr. Plotkins. 
Mi. FLOTEINS ; Mr. Chairman, Mr. Joseph Shaw 


is representing me in this connection and I would like for. 
him to get up and say so. 

THE CHAT RMAN;: You may sit down. All right; 
Mr. Shaw. 

fee whiwW. K, Cat I understand, My Lord, that 
Some discussion developed in connection with evidence given 
by Mr. Plotkins. Apparently he had given to the Commission 


Some evidence which apparently was not based upon personal 
knowledge but which he secured elsewhere and the question 


arose as to the disclosing to the Commissioners the source 
of this information, ths name of the individual. I under- 
Stand from what I have been informed by my client, although 
menave noo seen the official record), thay the parvicuber 
Subject which was under discussion by Mr. FPlotkins was the 


question as to whether or not, perhaps I should gay his 


assertion,that approaches had been made to the papers, 

I take it the “algary papers,to tone down, I think, the 

reports of the proceedings of this Commission or perhaps 

not give it the publicity that perhaps it might otherwise 

have secured. Now....seeeees . 

THS CHATRMAN : The exact statement, perhaps, 

you would like to know. 

MR. SHAW: Yes, My Lord, what page is it? 

TH) CHAIRMAN: Page 8309. | 
"T was informed that Mr. Nolan approached the Press, 
"hoth papers in town, no doubt in the name of the 
"Imperial Oil, and asked them to, requested them is 
"norobably the proper word, to tone down their articles 


"and to, if possible, eliminate any publicity.” 


ene ac 


Memo y Yes, that is, I-just got 
from Mr. Frawley a copy of the evidence here. Now I 
Suggest, My Lord, at the outset, that the question as to 
whether or not Mr. Nolan approached the press, both papers 
er 4ny paper, iS not’ a matter which is material to sie 
enquiry before this Commission. I hav3 had an opportunity 
of looking through the Commission and in no place can I 
ascertain that the Commission is authorized to examine 


into any question of this kind or character. 


TH. CHAT RMAN: Mr. Shaw, if I may interrupt to 
Meters WAVAICS oe os 4/5 4's 

oy oy i) doy OG 2G? aut alee 

TH: CHATRMAN: To advanee your argument 


weavher than to interfere with it) if in’aecdition to reading 
wie Commission you havs rsad the récorc’ of what teok place 
When the witness was called upon to answer, you would sse 
taad he himself noints. out that it is most material, that 

is the whole question of propaganda, is one of the means 
used by these oil companies in affecting the Turner Valley 
Situation which we are to enquire into. That is the only 
reason he was allowed to talk about it, and he hinself asserts 
the relevancy very clearly. 

WR. SHAW: Of course, My Lord, Mr. Plot- 
kins is not an expert. ‘Yhatever he may know about the oil 
business he will not be an expert on the question of the 
Scope of the Commission nor its authority nor whether or not 
the question of propaganda is material to the issue before 
this Commission. 

THE CHAIRMAN: If by propaganda and other 
devious means, many of which he has referred to, these major 


companies are affecting the prices in Turner Valley, in our 


view it is material. 


Cermiine ack Mal aie eet bicep ta he 
Seg to nbtaeeqota ee a . 
7 stn Blgericn are paar pad . 6 { 
bens tad. Sanat art Ht 


MR. SHAW: Yes. Of course probably, 
perhaps, but the particular thing which is referred to here 
is toning down the publicity, any publicity which might be 
given as to the records or proceedings of this, before this 
Commission, is what I understand the particular article 
eerers to. 
THE CHAIRMAN : Now Mr. Shaw, just let me 
read the rest of the paragraph that I read in part, after 
saying what he had been told Mr. Nolan did, he goes on: 
"Well now that is a weapon, if they can do it in one 
"ease in connection with a report of what is going 
* on in this Commission, they can do it as to the 
"Valley or as to the conditions which exist in 
"Turner Valley: in other words, if the Press is 
"in that condition where they can be influenced 
" or directed, well now that is one of the multitude 
"of means of propaganda that the major companies 
“would have. could have to effect a situation in 
"Turner Valley." 
That is what Mr. Plotkins said. 
MR. SHAW: Yes, there is no doubt 
that is clear. 
THE CHAIRMAN: And he refuses to be 
cross-examined upon it. 
MR. SHAW: Yes, he is expressing his 
opinion in connection with that particular matter. Now, 
of course the question before, assuming that the question, 
may I say this, first of all, the information has been given, 
the name of the, the RRS RE rose has been given to Mr. Plot- 
kins not in confidence but the name of the party, it happens, 


is one that he is not willing to disclose unless he is 
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ordered by this court to do so. He does not wish to: 
disclose it, perhaps that is the way I should PUG.Lid. 
Now may I say with regard, assuming that McBee Oe Mat chr ie be 
all, that this matter is relevant or material to the 
issues before the Commission, which I suggest it is not 
and not coming within the scope of their proper investig- 
eyeous, Ihe next, question of course is this, that if 

Mr. Flotkins refuses to answer, then this body that feels 
iiebassthe proper authority, willpropably hold nim in 
contempt of court. Now 1 suggest to Your Lordship that 
is a power to be exercised only with the utmost care 
and certainly not to be exercised if any other pertinent 
remedy can be found and in that connection I would like 
momrener your Lordship to the case of In re Marie Annie 
Pee ees 21 28D. ab pags 256, 7 en Wace the tne eee 
which I have suggested is very clearly laid down. Now 


if any letter had been written as suggested ----- 


MR. NOLAN: That, what? 
Be PRL OY s IMO Oe Noor, 
THE CHAIRMAN: No, there is no suggestion 


of the writing of any letter. 

MR. SHAY: I thought, J am sorry, 
Mapprouchine", 1 am sorry, not writing it, if there ts 
any question of approaching the press then the situation 
is that that can be easily ascertained by reference to 
the Press authorities themselves and when 1 say that 1 
am not making any reflection as to whether or not 

Mr. Nolan in fact did approach them or whether or not it 
was a proper or an improper thing to do in any case..As 
a matter of fact personally to merely approach the Press 


and ask them to tone down their publicity in this 
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Ghat. or the other matter, is something which 1 feel 
fairly confident is done in many matters and without the 
Slightest imputation of there being any impropriety in 
connection with it and I say that, regardless of what 

Mr. Plotkins' views may be in that connection and so I 

say, My Lord, to summarize what I have to say, that I do 
not think this matter is material to the investigation, 
that it is not a matter material to this Commission, and 
not within the scope of its authority and in any event, 
that being the case, that it would not be @ propen..case 

for uSing the power of contempt and in the second place 

that Your Lordship must be satisfied that there is no 

other pertinent remedy which will secure the information 
which you desire. 

THE CHAIRMAN: Mr, Shaw, on that. point, 
betere you sit down, we.are not seeking information. Ye 
have made it guite clear in this court, while Mr. Plotkins 
was in the box, -- newspaper reports to the contrary not- 
withstanding, -- that we have not required any witness to 
prove his evidence by the evidence of other witnesses or 
otherwise. 

MR. SHAW: No. 

THE CHATRMAN : But we do require any 
witness who makes a statement, to submit to cross- 
axamination on that statement and to answer proper questions 
put to nae in cross-examination. The reasons for requiring 
a witness to be cross-examined I need not detail to an 
experienced and distineuished counsel like yourself. TI have 
already told them to your client, so let there be no mise 


apprehension, I wanted your mind directed to the real point, 
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the question whether this witness will or will not answer 
questions. 

MA. SHAW; My point is this My Lord, 
SuppoSing the question is immaterial to the issue, then 
my client is not under any obligation to answer. That is 
the point that I have taken and I feel that is the principle 
that is applicable in Civil Actions and if so it is applic- 
able Nere and if it’ is wholly irrelevant to the issue then 
Surely the position is one in which there should be no 
penalty for failure to give the information asked for. 

For example, My Lord, supposing in connection with your 
inguiry here Mr. Flotkins should have hazarded his °pinion 
as to what the condition of the weather was a week :ago or 

a year azo and that certainly is wholly immaterial to the 
issus, and then he refused or failed to disclose the name 
erehis informant, surely it could not bé alleged, because 

of his failure so to do that he should be committed or 
might be properly ‘cmmitted for contempt. Now that is an 
extreme case of course but I wanted to illustrate the 
principle that I am trying to substantiate, 

THE CHAIRMAN ; woul, Mm, (Plot khins \svand 

up please? 

Yes. 

Just before adjournment you were asked this question by 

me, which I shall now put to you again, I am asking you to 
state who told you that Mr. Nolan went to representatives 
of the Press with a view to interfering with the reports 
of these public proceedings. 

I am prepared now to name the person but I certainly do 
so only under compulsion. I have the means of bringing 
to the attention of the Commission the records that are 


available to substantiate that s% that there will be no 


iyo >e © LOLKInS 
need of naming any person but if the Commission insists 


that I name the person I am prepared to name him. 


2 


© 


You. are ordered to name the person? 

A WissvAlice MacAskill, 517 13th Avenue 7. 

THE CHAIRMAN: You may sit. down fora 
moment, Mr. Plotkins. Mr. Shaw, so that we may not seem 
to have not considered the points which you have made in 
addressing us, we may say to you that we have carefully 
Considered and are of the opinion that, if Mr. Plotkins' 
evidence was to be accepted with regard to propaganda and 
all the other various things that he has said regarding 
these major companies, it would have a very distinct 
bearing upon the subject matters of this enquiry. The 
readine of the whole of his evidence, his reference to 
these commanies, could but impel you, as well as any 
other intelligent person, to that conclusion, so that 

we think that there can be no question as to relevancy. 
That is as to your first point. 

Yon regard Fo .our 
authority we have no manner of doubt, having regard to 
the provisions of The Public Enquiries Act and to An 
Wece entitled An Act to amend the Public @nquiries, Acv, 
of 1939, that we have the power to commit for contempt. 


Se much for our authority. 


“ith regard to the power 
being exercised with care Sy anv Court or Commission that 
has authority to commit for contempt we may say that we 
have ac that well in mind. You will find a decision of 
the Appellate Division of this province in which the 
majority judgment was writcen by me, in which that is 


adverted to . 
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fe « SHAW: Yes, 
TH: CHATRMAN : 50 that that would not 
be absent from our minds. 

AS to DNs qQuesvson sor 
truth we need not repeat what we said before to you this 
morning. 

ve are not concerned only 
with this witness but also with any other witness who 
Comes betore US; we are making no point of Mr. Flotkins, 
we Nave had occasion to publicly declare in a prior report 
that he has given great assistance to this Commission, but 
So long as he submits himself as a witness he, like all 
other witnesses, will answer questions that we think sare 
feoPe. ones and which are put\ to him, and) failing, that. wet 
there be no doubt, he and every other witness who refuses 
PeeeorcO yp Wiliweo to. jail Tor such time 2s) -in tne ‘opinion 
of this Commission is proper and it may be proper to add 
that had your client refused to answer this morning that 
is precisely where he would have gone. 

Now I think I have covered 
all the points and I make mention of them only so that you 
may not think that we have not given regard to them. 

VR. SHAY: el) may, iosay. Tosvour 
Lordship that I have no doubt that you have given much 
consideration and care to this thing. Now 1 might say in 
connection with the matter if it had not been that in the 
meantime Mr. Tlotkins had had the opportunity of asking this 
particular party to release him from his obligation, that is, 


the obligation not to disclose the name of his informant, 
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it may have been that you might have been called upon 
to exercise vour authority in the matter. 

THE CHATRMAN : That would have been 
regrettable because it would undoubtedly have been . 
exercised, 

MR. SHAY: And it would have been 
a very interesting thing to bring before the Appellate 
DPivysivon again for further consideration. 

THE CHAIRMAN : This Commission will 
always be glad,if it is desired to have its decisions 
reviewed, to have them so reviewed. Are you ready to 


hy 


proceed, Mr. trawley? 


MR. FRALEY: Voss 
THE CHATRMAN: That “is all, Me, Probing, 
MR. FRAWLEY: I will call Mr. MeCrath,. 


May I have an adjournment of five minutes, Mr. Chairman, 
before going on? 


TH® CHAIRMAN: Yes, Cervainiy, 


( An adjournment of Five Minutes 


was here taken ) 
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J. McGrath. 

(JAMZS McGRATH, recalled, ) 

Q BY MR. FRAWLEY: | Mir. McGrath, we have now 
reached that part of the Inquiry which has to do with 
refining and processing in Alberta of petroleum. First, 
we must enquire into the costs and you will direct 
your attention to that part of the Inquiry that we are 
going to take up this morning? 

A Yes,Sir. 

Q You are, I think you told us at one time, the assistant 
Manager of manufacturing for the Imperial Oil Limited? 

A That is right, Sir. 

Q Your office is in Toronto? 

A Yes. 

Q Your company carries on refining operations in Alberta? 

A fab is right, Sir. 

Q They are the largest refiner in the Province of Alberta? 

A i believe so, yes. 

Q And the crude that they refine in their plant at Calgary 
is Turner Valley crude? 

A Principally, yes. 

And you are in charge of the records, in the head office 
of the Aetipene’ wittich disclose the cost of refining 
erude oil into petroleum products at Calgary? 

A res is right, Sir. 

Then, Mr. MeGrath, I think without any more preliminary, 
I will ask you to give the Commission a complete state- 
ment as to the cost of your operations at Calgary? 

A Last week when I was here the Commissioner asked me for 


the crude running at Regina during the last year. 


MR. COMMISSIONER LIPSETT: There were two things. 


Cy 
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Yes, Sir. The crude running last year was 5, 563 
barrels daily. 

THE CHAIRMAN: What is ‘hat figure again? 
S,o00 barrels daily. 

Yes. 

MR. COMMISS IONER LIPSET?: Perhaps you would give us 
the figure you estimated for this year? 

Mecw volt, a wave you a fieure of approximately 5, 000 
berrels for this year. Now, I might say in eonnestion 
with that that is the average of what we have processed 
to date, plus the estimate for the balance of the year. 
Now, in connection with what we have processed to date 
we have been supplying part of the Manitoba area due to 
the fact that we did not have sufficient stock from 
Tilinois crude at Fort William previaus to opening of 
mevigation to take caré of .dhis territory. Therefore, 
it was necessary for us to continue shipping into that 
Manitoba area from Regina. 

Did you say that you had not sufficieht supplies of 
iiilinois cruder 

No, stock from Illinois crude. 

Oh, stocks, yes. 

Ye could not get up there on account of navigation. 

I understand. 

Tt was necessary to ship from Regina. 

MR. FRAWIEY: Was that all that remained? 
MR. COMMISSIONER DIPSET?: Then theré is the question 
of capacity? 

Capacity, yes. The capacity at the Regina refinery 


is dependent upon the requirements. ‘hen we make certain 
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stocks our capacity is 6100 barrels daily, and when 

we make another stock it is 6500 barrels a day. 

However, we could not operate throughout the year at 

these rates on account of the demand in the “inter time 
being far less than it is in the Summer time. If the 
stock was taken from our refinery at the same rate per 
month throughout the year then we could operate at that 
capacity. The operations at the Regina or any other 
refinery are these, we process during the “inter tine 
sufficient to take care of the requirements plus building 
up storage and then in the Summer time we use that storage 
plus the peak capacity of the refinery to take care of 

the total requirements. 

MR. FRAWLEY: Is that all then, Mr. MeGrath% 
Mat. is .all.. 

Will you proceed to discuss these costs then? | 

ee ' —— ag hanes l 

You had better file the statement first? 

Yes, all right, Mr. Frawley. 

What are you filing? 

Income and Expense statement for Calgary refinery for 
the year 1938. 


(DOCUMENT IN QUESTICN IS 
NOW MARKED EXHIBIT "Z2g0".) 


Will you proceed and discuss the Exhibit, Mr. McGrath, 
with any preliminary statements you, perhaps, think are 
necessary? 

I think if I mentioned just what this is and what it 
consists of in a general way it will help. This is 

the Income and Expenditure statement for Calgary refinery. 
Now, the statement shows the entire operation of the } 


area supplied by the Calgary refinery. The Calgary 
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refinery supplies, or shipments are not confined to the 
Province of Alberta. Products are shipped into 
Saskatchewan and British Columbia, and this takes care 
of the entire field supplied by the Calgary refinery. 
Later on I will file a statement dealing with the 
Province of Alberta as a whole. 

Q Yes, as distinguished from the Oalgary refinery? 
ee is right. Sir. 

There is a distinction which you have just made in that 
there are, in the Province of Alberta statement it shows 
products coming from other refineries? 

A Yes, that is right. This first statement deals with 
the products produced in the Calgary refinery and sold 
So bhe Coleary refinery territory. 

Which is not confined to the Province of Alberta? 
No, that is right, because the shipments are made over 
into the Province of Saskatchewan and British Columbia. 

Q As you explained earlier? 

Yes. In dealing with the Province of Alberta it is 
the business transacted in the Province of alberta, 
part of which is supplied by the Calgary refinery and 
part of which is supplied by other refineries. For 
instance, Lubricating oils from Surnia that are shipped 
into this Province, and taken care of in the Province 
of Alberta. 

Q Yes, that is clear. Now, one other thing. ‘Ye have been 
regarding you, of course, properly as from the manufactur- 
ing department, but these statements, it should be made 
clear, are combined manufacturing and marketing statements? 


A That is right. It embraces the whole operation, 
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manufacturing and marketing for thet period. 
Q And a word might be said as to why that must be. Why 


> 
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you are submitting a figure of both the manufactur ing 

and marketing costs? 

We have not any division between manufacturing and 

marketing. it is just two departments, but we have 

not any separate b-lling price between the two. Therefore, 

we have to lock at the picture as a whole. 

Now, I think you just said that whieh cleared it up? 

Yes. 

You are coming now, as it were, from the accounts 

department? 

Yes, 

and why you say that is,there is no separate billing 

between the manufacturins jlepartment and the marketing 

department? 

That is right. 

So that that is why the picture must be presented as one? 

AS one, yes, Sir. 

Pe eient. . Then, Mr. MeGrath, 1f you will carry on voursen: 

If you will refer to Schedule 1, we show sales «nd gross 

income less freight, sales tax and packages. That is 

the sales to the ultimate consumer and to the jobber. 

Now, in dealing with gasoline we show a sale of 29,080,781 
through 

gallons of gasoline of all grades sold to the marketing 

department, that is exclusive of jobbing. the income 

for that was $5,432,314.00, or 18.68 cents a gallon. 

That is the gross amount received by the company for 

gasoline. That is all the direct sales only, but it 


does not include the jobbing. The freight on these sales 
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amounts to $1,171,174.38, or 4.03 cents per galioni 

The sales tax is $218,811.89, or .75 cents per gallon. 
Packages, $3,028.86, or .01 cents per gallon. The net 
amount received for gasoline through the marketing 
department before taking into account marketing expense 
or manufacturing expense of any kind is gross income 

$4 039,298.87, or 13.89 cents per gallon. | 

Q I wonder whether it should be made clear as to what 
gasoline represents? 

A It represents all grades of gasoline except naphthas. 
Ethyl, 3 Star and Srd grade and all grades of gasoline. 

Q MR. NOLAN: ond packages is an unusual 
word, what does that mean? 

A Packages, the cost of filling, filling packages with 
gasoline. That way the amount that was sold in packages. 
There is a very small percent of the product shipped in 
packages. 

Q MR. COTTLE: That does not inelude s5utting 
gasoline into packages at your bulk stations throughout 


the Province though, does it? 


A Packages, Sir? 
Q Yes? 
MR. FRALEY: The 3,000. 


A The 3,000 is, yes, it is the cost of filling the packages. 
It does not include the steel drum that the gasolire 
gous into. It is the cost of filling the packages. 

Q MR. FRAWLEY: at the bulk station? 
Yes. Yes, we fill some packages at Calgary. 

Q So I w1l understand. Your agent at the bulk point 


fills his own barrels, packages his barrels? 
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Yes. 

ne fills his own barrels and delivers and gets a 
commission for that? 

Yes. I do not think this would include that, Mr. Frawley. 
No, that is what I meant. I did not think it would 
include that at all. 

This is any barrels filled by our own company, that is 
our marketing stations operated by our marketing depart- 
ment and not the commission agent. 

Then that must naturally be in Edmonton and Calgary where 
you have salaried depots? 

Yes. 

&1ll right. 

Now, the next item is gasoline sold to jobbers. We sold 
18,237,134 gallons, for which we received $2,174,965.43, 
or 11.93 cents per gallon. The freight paid on those 
sales to jobbers was $415,533.71, or 2.28 cents per 
gallon. Sales tax, $125,832.80, or .69 cents per gallor. 
The net amount received for gasoline on the jobbers!’ 
trade was $1,633,598.92, or 8.96 cents pr gcllon. 

I think it might be as well if we asked a few questions 
as we went along? 

Yes. 

The gasoline sold that is called marketing, we have that 
expression "marketing gasoline" all through this evidence? 
Yes. 


Your evidence and Mr. Halverson's evidence? 


Yes. 


And that means gasoline shipped as gasoline without a 


billing price on it to your bulk stations all over the 
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Province? 

A tia ae rien t, Siri 
And it is still the gasoline of the Imperial Oil iimited 
after it reaches the bulk stations, and the sale really 
is made when the agent at the bulk point sells to the 
farmer or retailer? 

A I believe so, yes. 


Therefore, you have the item of freight , $1,000,000.00 


or more? 
A Yes. 
Q Because you do actually ship these goods, your own goods, 


by freight to these points all over the Province? 

A Yes. 

Now, the jobber gasoline is gasoline that is sold at a 
contract price to half a dozen or so different marketers. 
That is what you call jobber's gasoline? 

A That is right. 

Q Gasoline that is sold to the North Star Cil Company, the 
Canadian Oil Company, the Union Oil Company, the McCall- 
Frontenac Company and a few like that. They are the 
people who are called jobbers? 

A tuat be right, Sir. 

Why do you pay freight on that gasoline, you might explain 
that operation? 

A I do not know whether some of them - Mr. Halverson will 
have to deal with that, I am afraid, Mr. Frawley, because 
I do not know whether some of it is shipped price at 
destination or Ff. 0. B. refinery I do not know that. 


Q That must be just the explanation. Some of the jobbers 
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buy F. 0. 8. refinery and some of them buy at destination? 


p> 


Probably so, yes. 


Q It indicates that in this statement. ALL right. 


Q MR. COMMISSIONeR LIPSET?: Mat first Pigure, Mr. McGrath 
is the figure less freight? 

A Pec ole eros? oir, the five mid liom, noLr: The first 
rem 11.95 18 the price it sells for. 

Q MR. FRANTEY: The11.53, 1s the: pricengy 
Toms LOL? 

A Yes, that is the price received for the gasoline, yes. 


iievniexy item .S',' or the next. product: is) naphtha. 

You ted Setter explain that, I think.) What thet is. 

A That is naphtha sold in the field consisting of separator 
naphtha and so on, and a little absorption and also some 
material sold at the refinery service station at Calgary. 

Q Now, Jet us just delay a moment and get that clear, what 


this is, it is separator naphtha? 


fe Yes. 

Q it is absorption plant gasoline? 

A some put in, yes. 

Q And you use that one expression to cover the sales of all 
those products? 

A Maui rieht..” Yes, that is: right. 

Q And then a third product, a blend of the two? 

A fiat is vight. 

Q Then it is these three kinds of commodities, is it? 

A nee ana a blend of the two of them. 

Q Mie sum of :. 1,503,011 gallons? 

A Yes. 

Q All these things you have group-d together and called 


naphtha? 
A Yes, through the marketing outlet. 
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And some you sold in the field and some you sold at the 
refinery. Yell, this first figure of 1,500,000, that is 
what went out for sale,in the field directly to the 
consumer? 

That is right. 

Or that you sent to your bulk points and sold through your 
agents? 

Some was sold at the Calgary refinery. There is a) service 
station at the Calgary refinery. 

NObWAS 8&.refinery ? 

No. 

There is a wholesale outlet there at the refinery yard? 
teat iS. Ciehnt. 

Then some of it was sold through the bulk agents, the 

bulk stations I suppose? 

~ do not, know that, Mr. Frawley. 

Perhaps not. But a very small amount? 

Me majority of it is sold at the Calgary refinery ‘service 
station and the field service station. 

It is suggested, Mr. MeGrath, that your agents sell it, 
your bulk egents throughout the country do sell it but 
they come down and fill up at the Calgary refinery yard 
and take it away? 

That is right. 

And they buy it, I understand? 

Yes. 

They buy it so that it becomes their property? 

That is what I understand. 

When they take delivery? 


Yes. 
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MeGrath. 
AS distinguished from the ordinary products which go in 
the ordinary way? 
thet is right. 
MR. NOLAN: And so there is no freight? 
MR. FRAWLEY: And, as Mr. Nolan says, we 
fang Doo Lreieht at all? 
No freight, that is right. 
Yes? 
Vell, during--the year 1938’ we sold 1,503,01) @allons. and 
we received $120,049.64, or we received 7.99 cents per 
gallon. Sales tax on that quantity was $5,505.99, or 
-37 cents per gallon, leaving a nct of $114,543.65, or 
7.62 cents per gallon. 
I need not caution you, ir. MeGrath, when these figures 
are being taken down directly into the record you will 
watch them as carefully as you can so that they do not 
get jumbled and running “nfo the next. 
All right. 
* think if you keep thinking about it, 1% will be alliurisht? 
Yes. 


(Page 8348 follows.) 
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Well then the next? 

The next naphtha product sold to jobbers 1,106,405 gallons 
for which you see 481,096.73 and the price is 7.33 cents 
per gallon. 

There is sales tax on what you sold as narketing ? 

Yes. 

And there is no sales tax on what you sold to jobbers? 

No, because that sale to the jobbers was the British Amer-~ 
ican Oil Company and they have a refiner's license and they 
would pay the sales tax when they resell the product. 

Yes, you say that wis to the British American Oil Company? 
tes, 1 believe practically all of it« 

That 1,106,405 gallons? 

Yes. 

Then can you say how much of the three products it is? 
That is absorption gasoline. 

There was no crude and there was no separator naphtha sold 
to the British American? 


No. 
In any event if it was it woulda be in there? 


Yes, but I think about 99 9/10th per cent is absorption 
sold to the B. A- 

For nanufactur ing purposes? 

Yes. 

And that is why you say there is no sales tax? 

That is right because they have a manufacturer's license 
and they would be free of sales tax and they would pay the 


pales tax when they resell. 


How about your other jobbers, the North Star, did they not 


buy any of this material to resell? 
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my Absorption gasoline? 

Q Or the separator naphtha? 

A Ido not believe so. 

Q It was not just absorption as a igarketing product in 
othee words, it was only absorption as a refining product 
and that was to the B. A. Company apparently? 

A Yes it was, mixed with gasoline, produced at our refinery 
for the B. A. on the British American process. 

Q I see, this is during the period when you manufactured for 
the B. A.? 

A That is right. 

Q And that is why we find it here? 

A Yes. 

Q It was a sale te them in connection with that refining con- 


tract? 

A That is right. 

Q I do not know whether it is fair to ask yeu, perhaps you do 
not know, are you continiing to sell to the British American 
this material as a refined product? 

4 The contract expired in itay I believe, Nr. Frawley, this 
year. 

Q That refining contract? 


A Yes. 


Q Under their new operation do you know if you are selling them 


any of these, any one of these three products? 


d\ Not to my knowledge. 

Q Well that is perhaps all of that then? 

A The next item is refined oil, that is kerosene. 

Q You have to define that as carefully as you can, what you 


call “refinel oil" in this statement is kerosene? 
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Yes, burning vil for lamps. 

Illuminating kerosene? 

Yes. 

Commonly callsa coal oil? 

Yes. 

That appears under the name of "refined oil" here? 

Yes. 

What is the story about that? 

Through our marketing outlets we sold 918,304 gallons for 
which we received 4199,132.83, or 21.68 cents per gallon; 
the amount of freight paid on those sales was ($62,655.46 

or 5.56 cents per gallon; sales tax was $9,231.59, equival= 
ent to 1 cent per gallon; packages £74.87, which equals .01 
Gents per gallon or the net amount received for the refined 
oil before marketing a. expenses or refining exponses, 
$157,170.91 or 17.11 cents per gallon. 

Yes? 

Now the jobbers, to the jobbers we sold 455,827 gallons for 
which we received $06,122.86 equalling 14.51 cents per 
gallon; freight $9,191.72, equalling 2.02 cents per gallon; 
the sales tax 44,011.67, equalling .88 cents per gallon, or 
the net amount received before marketing or manufacturing 
expenses $52,919.47, equalling 11.61 cents per gallon. Now 
the next item is tractor distillate, that is the fuel used--- 
Just a word about freight before you go on? 


Yes. 


These are pretty sizeable amounts for freight? 


Yes. 


You have only one source of supply, have you not, that is 


what you manufacture in Calgary? 
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The Calgary refinery, yes. 

And that is shipped as far away as, as far is the Calgary 
refinery is concerned If Suppose, up into the very limit 

of the Peace liiver country? 

Yes, it is very widely distributed, hr. Frawley. 

I think this afternoon we will put a map on the wall so 
that the Crmmission will have an idea of how far you dO gO, 
for instance you go away beyond Grande Prairie, I suppose, 
as far as Pouce Coupe, British Columbia? | 

Well now just as an illustration I see, taking 2 gallon 
of the gasoline produced at the Calgary refinery, 2.24 per 
cent of it goes to British Columbia, 72.89 per cent to 
Alberta and 24.87 per cent gocs to Saskatchewan. 

You are referring to page? 

I am sorry, that is shown on ence 4. 

Schedule 4 (a)? 

Yes. 

With the letter "d" in the corner? 

Yes. 

Well it is pretty obvious. anybody familiar with the map of 
alberta realizes yeu have tc spend a lot of money on freight 
if you are supplying the Pouce Coupe country in the Grande 
Prairie region from Calgary and you are also supplying St. 
Paul in the North west part of the Province? 

I do not know the definite towns, isr.e Frawley. 

Anyway you go to the utterdost parts of the Province of 
Alberta from Calgary? 


Yes. 


Away up for instance on the A» & Gole? 
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Yes. 

Oh well, of course just in passing, I am only pointing 

Out that you have to spend a lot of money on freight but 
when Mr. Halverson comes on, as you know yourself, it 

will be demonstrated that the tank waggon price at these 
points is a price which takes care of these freight 
charges? 

Yes, I think so lkir. Frawley. 

Perhaps that is an unnecessary interruption and so proceed. 
Tractor distiliate is the next product. Thnowh our market= 
lng outlets we sold 1,684,644 gallons for which we received 
$255,945.07, equalling 15.66 cents per gallon; the freight 
on those sales is y64,924.11, equalling 6.97 sents per gal- 
lon; the sales tax amounting to ¢10,57%3.65, or .65 cents per 
gallon. The net amount received before manufacturing and 
marketing expenses was ¢180,447.¢1, or 11.04 cents per gal- 
lon. 

Yes? 

Now to the jobbers we sold 1,101,432 gallons, for which we 
received $98,492.48, or 893 cents per gallon. And the 
freight was $15,641.89, or 1.42 cents per gallon. 

Yes? 

The sales tax is $5,498.71, or .50 cents per gallon; the net 
amount received after or before narketing and manufacturing 
expenses was ¢77,252.88, or 7.01 cents per gallon. 

By the way, before we leave this, this product you call it 
"tractor distillate"? 


Yes. 
And I am anxious to keep the Commissioners clear about these 
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products, is that the only tractor fuel that we will run 


across, now the next oue is "light fuel 011", that is not 


a movor fuel is 1t? 

No, that is an industrial fuel which covers, well it 
covers deisel fuels and furnace HEL ana products of that 
nature. 

what I was trying to do, if we could, to keep motor fuels 
dn one class but the next class of "light fuel oil" is what? 
There are some deisel motor fuels in there. 

In the next class? 

Yes. 

And any in the next one after that "bunkers"? 

No. 

sO we have our motor fuels, we have the gasoline which is 
the orc inary automobile fuel? 

Yes. 

But also can be used I presume as a tractor gasoline? 

I believe it is, ire Frawley, the third atructure, some of 
it. 

So we have, anyway under the name of "gasoline", that is 
all motor fuel, nothing else? 

That is right. 

Some automobile and some tractor fuels? 

that is right. 

Then the next item of naphtha is, as you have explained, it 


is more or less a manufactured product? 


Yes. 
The next one "refined oil", is what is known as coal oil, I 


presume you cannot say altogether whether or not some of 


that is not used as a motor fuel? 
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A No, I cannot say that. Some aay uso it for aotor fuels 
but it is sole for ene parpasses. 

@ Bold as an illuminating fuel? 

A That is right. 

& It is more expensive, that is what is sold under the tradc 
name of "Koyalite"? 

A That is right. | 

Q Then tractor distillete is a product for which there is a 


considerable sale? 


A Yese 

7) And it is used extensively in tractors on the farm? 

A “nat is right, certain types dea canione! 

@, mA JOR LIPSETT: Is that eae lower grade of 
gasoline than the third structure? 

A Or. Bee, wire Comeissioner. 

Q Heavier’ 

A Oh yes, much heavier. 

Q MRe PRAULEY : Now ur to that, before we 
turn to the next commodity "light fuel oil" commodities, 
the products we have aces with antil now are known 
under the general Hieaiciane dae of “white goods"? 

4 That isp right, ure trawley. 


a) That is right? 

A That is right. 

Q Phen we are out of the white goods classification now, 
starting with light fuel oils? 

A That is right. 

Q I think that is clear now, light fuel oil is what now, 


perhaps, would you mind defining it again? 


i 
{ 
ac , 
FS A Wes wee 
wa NA te Se 
t , 
‘ ri , HY a f 
m, 
-) 
Ne ‘ 
t 
¢ eS 


oe 


Ra aN RC es cs ro Se 
peat? its Se ee hp Eee Ae 


o> © & p & 


A 


A 


J McGrath 


C2 Reet 
g 8355 


Light fuel oil consists of products used for furnac&s, 
furnace fuel oil and Diesel »; engines and for generat~ 
ing power and so on, that type of fuel. 

In this Province there is not a great deal of household 
furance oil? 

No. 

But there is whatever deisel business there is? 

4hat is right. 

That would come in there? 


that is right. 


Hither stationary deisel engines or deisel trucks or 
tractors on the farms? 

“nat is right. 

50 far as we are concerned that is, that would be about the 
make-up of it in this Province? 

Yes. 

Very well? 

Through our marketing outlets we sold 2,572,014 gallons, for 
which we received $255,286.39, or 9-92 cents per gallon; the 
freight on light fuel oil was $64,592.40 or £151 cents per 
gallon; the sales tax ¢7,810.42 which ie .30 cents per gal- 
lon; the packages I see we have a red figure here of $32.91, 
I do not know what that is. I presume that isa credit for 
returns or something like that. 

This is an instance where the red figures Make money for you? 
That is right. 

That is what makes it different? 


No, it doesn't na ke it different but it is somcthing like 


returned goods. 
You take the $64,592.40, that is a deduction? 
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A That is right. 

9) Ané to the ordinary person's ainda that should be in red 
and then the packages of 442.91? 

A That is the reverse, it is an addition. 

Q That is what I uiecan? 

Pt) That is right, tht leaves for light fuel oil a net figure 
°sfore manufacturing and marketing, 162,910.40 Or 7 ed 
cents per barrel. 

Q Yes? 

A Now through the jobbers trade we sold 816,582 gallons, 
¢127,115.05, which equalled 15.56 cents per gallon; freight 
yS,515.07, equalling .43 cents per gallon; sales tax $278.68, 


equeal?ing .O& cents per gallon; the net amount is %123,320.70, 


er 1551. 
Q Yes? 
A Now to bunkers oil. 
Q What is that? 
A nat is heavy fuel oil used for industrial purposes, prin- 


CGipelly railway fuel. 

Q Railway fmel principe ily? 

A Yes. 

Q MAJOR LIPSiutT: Before you pass from that, 
there is a great increase in the price, when you sell that 
light fuel particularly to jobbers, is there? 

A Oh yes, I will tel2 you what that is, tir. Commissioner, that 
is the fuel oil sold in the North West Territories. 

Q Iwas just wondering what you sold yourself was sold so much 
cheaper than what you sold to the wholesalers? 

ri) I will explain that point, sir; our accounting system takes 


in the products sold in the North West Territories produced 
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by the rofinery up at that point; they take it in as a 

Sale and they take it in as a purchase. 

ikke LRAWLLY: Produced by the refinery 

up there at Fort Norman? 

That is right, it is only through our marketing asaount- 

ing department in Alberta and if you refer to Schedule 4 

(#) you will notice there is, under marketing department 

purchases you will see an item of light fuel oil 726,321 

gallons costing $117,712.66, that is an offset figure to 

that, that is the purchase part of it. It probably should 
have been shown separately here, ir. Commissioner, but 

you can see that that muker up the majority of the light 

fuel oil sales tc the jobbers. 

Let us have the story then, tir. McGrath, does it mean that 

you bought light fuel cil from whom? 

From the accounting, for the North West Territories the 

accounting is done in the Alberta office and we have a 

refinery up there and tho refinery osigle light fuel oil to 

the consumer uy there, the mining industry. 

Yes? | 

And they pass those entries: thropgh the Alberta books; in 

other words the entry for the purchase and the sale’.is 


exactly the same. 


Is it a sale from the refinery to the Alberta marketing 


division? 
Tt is BRandled through the Alberta marketing division, yes, 


jt is a purchase anda sale. 


Let us understand, there is no jobber, you do not sell it 


like to the North Star Cil Company in the North West Ter- 


ritories? 
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No. 

They do not operate there? 
No. 

It is not like that? 


No. 


It is not a sale to jobbers in the sane sense as that item 
of jobbers which appears under gasoline? 

No, no. 

That is the confusion, can you say anything nore about it to 
clear it up, who is the jobber, who represents the jobber in 
this, as we use the word there under light fuel oil? 

The North ‘iest Gompany. 

The North Wiest Companys 

Yes, I believe that is the name. 

The refinery at Fort Norman is operated by the North West 
Company? 

That is right and they sold 716 thousand odd gallons of 

fuel oil for say 15-.cents to a customer up there and they 
passed it to our bocks and also piled us with the 700 

and some thousand gallons at 15 cents. 

They charged you as if they were selling to the Imperial Oil, 
Gan we work it out that way, the North ‘Vest Company selling 


to Imperial Oils Limiteu? 
Well, Mr. Frawley, here I sit in Ldmonton and I am operat~- 
ing the books for Alberta and you are doing business in the 
North West Territories and all these bookkeeping entries cone 
through my accounts and you sell 17,015 gallons. 

To say the Elderado Company? 

That is right. 

And from whom does the ilderado Company get the invoice? 


I believe it is the Alberta office but I am not certain 
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about that. 

Q I would like you to explain it? 

A That is right. 

Q The Imperial Oils Limited, lir. Stevens’ office in Edmonton 
would invoice the Llderado Gompany? 

A I believe so but I will find that out. Do I make nyself 
Clear on that, it is just what we call a "wash entry.) 2G 
May seem peculiar to include it here in Calgary but that 
1s the way the bookkeeping is done. 

Q In other words if the jobbers were not there at all, that 
would simplify it, that is what it means does it not, you 
say what you have sewn as sales to "jobbers" really means 
sales to “consumers” in the North West Territories? 

A That is right. 

Q We could almost substitute for the word "jobbers" the word 


“Neonsumers” in the North West Territories? 


A Yes, and some to jotbers. 

Q, And all put together’? 

A That is right. Have I made that clear, that is an account- 
ing point. 

@ I think it is fairly clear but I would like you, after you 
have gathered up a little more information about how the 
billing was done, that you could make a further statement 
about it? 

A Yes I will but so far a8 those statements are concerncd it 
is put in it, in the sales,.in the cost of sales at the 
same figure, so it is just a "wash". 

Q How about the other things now, that refinery mixed gasoline? 
I believe there is some gasoline in there too, Mr. Frawley, 
in the gasoline. The majority of it is light although. 


Under jobbers, under the gasoline sold to jobbers, “18,257,134 
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gallons, there may be some of that sold to the mining 
companies in the North? 
That is right. As I recall it was 30 or 40 thousand, is 


that right, Mr. Cottle, san you confirm that? 


MR. COTTLE: No, I cannot tell you. 
wike FRAWLIY; No, and the Hudson's Bay 


Compeny, in fact all of the businesses up there? 


That is right. 

Must be reflected, as I take it, in the Alberta market- 
ing books? 

That is right. This is done by the North West Company 
and there are also shipments we make up there. 

Yes, does this, lir. Cottle says he has in his separate 
data "outside purchases of gasoline to jobbers", outside 
sold to jobbers, outside purchases, 54,947 gallons? 


That would be part of it, it would be included in that 


figure. 


Is this refinery operation, the cost of it at all reflected 


in the books? 


No, the cost and the selling price are both the same, 
it is just a wash through the books. 


I mean your refining costs up there? 


No, there is no profit and lose in our books for that bus- 


iness, they take care of that up there, any profit would be 
in the North vest Company's books up in the North West Ter- 


Fitory, it is due to the accounting set up that that is 


handled in that manner. 


Mie NOLAN: As I understand it, Mr. 


McGrath, what happens is this. a transaction is put through 


between the Worth jJest Company and a miner, we will say? 


‘ 


Ha Mi ea 
oy ite 


t ’ 


1 sy i 
ray - Nee . 
Ve a Pie thee 


PY pp 


‘ ces : ad aie Tes. as 2 


MOL toga MERe (i 


J McGrath 


Ca 


14 


e Sep. is 


-8561- 


Bey - 18 Pieht « 

But for purposes of convenience that account is hamlea 
through the Edmonton office? 

That is ment . 

MR. NOLAN: i think thet Vs/all. 

MR. FRAWLEY: To save accounting but I 

mean the Calgary refinery or the Alberta marketing division 
is not in any way saddled with any big expense? 

Absolutely not. 

In running that refinery? 

Absolutely not, sir, no sir. 

And the price at which it is sold is higher because it is up 
there in the Territories? 

Tiat is right. 

MAJOK LIPSiT?: Is it refined in Calgary or 
refined in the North ‘lest Territories? 

It is refined up in the North West Territories. we have a 
small refinery up there. 

The costsof tzat refinery are not in here at all? 

No, the costs of that refinery are, the costs of the product 
includes their profit and their whole operation or at least 
no profit to the Imperial, it is just a wash entry through 
the Imperial's books, it is shown as sold at 15 cents and it 
is purchased at 15 cents and the profits on the operations 
renain on the North Jest Territories' books but as an account> 


ing convenience it is handled through the Alberta office. 


MR. FRAWLOY: It might throw a little light 
on it, to indicate this, these are what sir. Cottle in any 
event has been regarding as “outside purchases"? 


That is right. 


And that even goes in the gasoline? 


That is right. 
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There is some aviation gasoline purchased outside the 
Calgary refinery? 

That is right when we get to the cost of gasolines we. 
will show what these outside purchases consist of. 

You have shown that on Schedule 4? 

Yes, Schedule 4 (b). 

That is for the purpese of climinating all this from the 
true Alberta picture? 

That is right. They are included in our sales and they are 
eLiminated down. 


Thon we had better carry on until we get to that and then 


we will deal with it? 

Bunkers or heavy fuel we sold 9,263,974 gallons for which we 
received $514,715.02, equalling 3.40 cents per gallon. 

You think there is no motor fuel in that? 

NO. v 

Heavy deisel oil in that? 

It would not think so. I think it is all heavy burning 95i1, 
less freight of---- 

MAJOR LIPSETT: Pardon me, what is that used 
for? 

Principally railway fuel. 


No road oil there? 


No, the road oil will come in under “asphalt” and the freight 
paid on that was 8,634.10, or .09; now the railways of ceurse, 
they take the oil at the refinery and there would be no freight 
on that, that, would be freight en any shipments we make our 
selves to customers; sales tax im $28,414,382, or .31 cents per 
gallon, leaving the net amount before manufacturing or :iarket~ 
ing, $277,766.60 or & cents per gallon. 


Now the jobbers do not participate in this business at all? 


No there were no s@les to jobbers. 
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Q Now the next item? 

A The next item we have is refinery fuel, that is the fuel 


we produce ourselves and burn in the plant, that equals 
2,025,461 gallons, valued at $32,957.15, or 1.34 cents 


per gallon. 


(Go to number 8364) 
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James i cGrath. yes 
q Now, Mr. MeGrath, I think you said a moment ago some- 


thing about it. “ould you mind explaining a little 


more about that, how you arrive at the 1.344% 


4 This refinery fuel? 

Be Yes? 

b It is in competition with purchased gas, with the gas 
we purchase. 

Q It is in competition with purchased gas, natural gas‘ 

ys) Natural gas, and the price is set on that depending on 
the relative heating units of the tvo gases. 

e. Of the two comiodities*’ 


A Phat is right. 


Fi Saar 28 it aotually, “Ls at oilorigas¢ 

A I think about 99% of it is gas. 

G it is refinery gas? 

A mevr, that 1s right, produced in the operations. 
& “hich you harness and use as fuel? 

4 Yes. 

@ Use as power? 

4 Yes. 

a And you put a value of 1.34 cents on it? 

4 Yes. 

C In competition with the gas which you also buy to some 


extent from the Calgsry Gas Company 

4 That is right, yess. 

G This also appears some place else does it not? 

A In the manufacturing costs, wnich is offset. Here it 
is shown as an income for ths time being, end on the 
other side it is shown as a manufacturing cost, which 
is an offset. 


In other words, the Company has something to sell and 
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they sell it to the refinery cperetor: 


4 To themselves, yes. 

i And then they show it as one of the refinery i She ents 
expenses: 

vs) COsetuc. 19S, thet is exectly it. 

Q The next item is asphalt? 

4 Yes. 

& “hat comes in under thet word? 


A Paving asphait, road oils and all such teterials. Total 
Seles 2,801,517 gallons for which we received ,305, 652.90 
er 10.71 cents per sellon. Freight 241,860.71, or 1649 
e@ents per gellon. Sales Tax 28,476.10, or .30 cents per 
gallon, and packages ;14,548.53 or .51 cents per gallon, 
leaving net before manufscturing or marketing |,240,967.56, 
Or 8.61 cents per gallon. 

Q Theyve was No joboing business there’ 

ye No. The next item is coke. That is a hard material pro- 
duced in our cracking operation. 

Q “ho are the people who buy these products you heave classed 
as asphalt? 

ve) Provincial wovernments..... 


Ci Ghiefly governments, either Provincial, Municipal or Dom- 


inion? 
& Yes, and contractors for road work. 
Q Hov do you sell it, by receiving bids or by posting a price’ 
4 I do not know, l’r.Frawley. 
& That is marketing. 
A Yes. Mr. Halverson could clear that point up for you. 
a Yes? 


A Not the next item is coke. Total sales were only 
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113,941, and the value recaived was 13,626.26, ee 
equalling 4.18 cents per gallon. The freight was 
7669.44, equalling .59 cents per gallon. Now the 
amount received before manufacturing end marketing 


was 92,956.82, or 2.59 cents per gallon. 


@ ee COM toolONak LArearts what exactly does 
that include? 

4 That is a hard carbon msterial produced in cracking. 

G Is it Something comparable to coke that we get from 
coal? 
ie Oa uxcept it is much better 

probably. 

4 Zt has very little ash. 

Q Is it a substances something the seme? 

S It is @ porous material, a very porous material. 

C WR. PRAVLEY: who do you selh it te: 

4 I do not Know who buys that. There were only 113,000 
géllonse sold. I can find that out for you. 

¢ Mr. Halverson will tell us* 

A Yes. 

Q THE CHAIRMSN: It is not in liquid forms 


A NOy eS. 40 Lump. 
G Dae ocol lec Chon LIFGEUT: 7 I vas wondering 
why the word gallons was used’ 


4 sverything is converted into gallons. 


Q MR. FRALEY: I hotice you nave so many 
gellons of asphalt? 

A Jverything is converted to gsllons. 

‘e How do you convert it? nat is the factor’ 


A The factor for coke, I believe, it is 10 pourds to the 


gallon. 
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And asphalt? 

WeL1, it differs, depending on the material. There 

is different weights, 8, 9 and 10 pounds per gallon. 

At the bottom of Schedule 2, Statement "D", you will 

see the total products. 

VR. NOLAN: Schedule l. 

schedule 1, Statement "D",' total products sold 72,031,977 
gallons. That is on the bottom of the statement. For 
which we received $9,468,372.81. The freight paid on 
Bhose sales was $1,828,393.59; sales tax paid %424,345.82, 
and packages 317,419.35. 


You have not got that extended and converted to a per 


wWeaLon Tigure? . 


It will show later on in the statement. That is the 
details of all Schedule 1. 

Now that completes Schedule 1° 

Yes. | 

It is just an historical account of the -ioney you 
received? 

Yes, the amount received and the freight paid and the 
amount of sales tax and the cost of the packages. fn 
other words, by taking the amount of money received 
and deducting the freight and Sales Tax and packases, 
we arrive at the price at the refinery before the 
marketing expenses have been deducted or manufacturing 
expenses of any kind. 

What you e211 the gross refinery net back ~ except that 
would not be an net back. You could not have a gross 
and net? 


No, it is the net tack before the marketing expense and 


So On. 
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Q Yhat are you setiing out to show in the next statement? 


what is the neXt thing? 


A The next step is Marketing expense, marketing oosts. 
% 4nd you show the money spent on marketing? 

4 Yes. 

Q Which is to be deducted from this gross figure you 


have just left? 

A Yes. 

Q Snd after you have finished finding out what the 
Marketing expense is, where do you go to? 

A This next is maufacturing expense. 

Q You take thet away from what is left* 

4 That is right, yes. The next is the cost of crude oil 
and blending materials and so on. 

Q As ve go down the line that begins to make it clear? 

4 Yes. 

a All right? 

A Schedule 2. ‘:e show the marketing cost. Now the mar- 
keting cost for the Alberta Division, or the Province 
of Alberta, was ,1,025,448.90. You will see a note 
there on that statement that the details are shown 


on Alberte schedule 2A and RB. 


q “here is that? 

4 That is this other statement here. That is when we 
deal with the Frovince of Alberta. 

Q Then we had better file thet right now so we can keep 


a record of it. 
INCOM: AND EXPESNSS CTATEMENT, 
PROVING OF ALBERTA IS NOW 
MA RKiD BXHIBIT "2681". 

TH: CHSIRMAR: You just filed two, and one 


of us does not have one. 


T=2 
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-8 26 9- 
Mas PRA LAY i Yes. 
THE CHAIRM4N: if the copies are made and if 


it is convenient for us we should ee@ch heve a copy. 
“e hold the Reporters responsible for the origingl 


exhibit, and therefore they must have them. 


fe, ty 2 Yeas < 
Tea CHATRMSNS AS clerks. If ve could have a 


copy each over and above the exhibit, where it is con- 


VWonient to make it, we will be obliged. 


oe Wi lis "6 CSN G0 tha te 
Doe Pe. aa “nen kre bheGrsth has finished 


explaining it he can surrénder his copy’ 

4 Yes. At the present time I hsVe ea copy and Mr. Nolan 
has @ copy and you tvo gentleman hav. each a copy. 
Poe Fae Waals While you have given up two, 
one of them is sacrosanct. One steys down here, and 


one goes to the Commissioner to be marked and checked? 


4 aes. i will give you & copy. 
C. THe CHAIRMAN: Province of Alberta only, I 


Suppose? 
& 19s, that is fight. 
Woe PR bey: If you will turn to about the 


6ighth page of the new exhibit fumber "281" you will 


find a schedule 2, Merketing Vosts. 


THO CHAIRMAN: Yes. 
Pete tee i & end Be On Page B, at tne 


bottom of page B you fing the grend total’ 


A That is right. 


SD 


yl, 025, 448.90% 


Yes. 


That is the figure you are now discussing in schedule 2? 
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Yss. 

Olvixhibit "Z80"F 

Yes. 

Iam going to ask a question that I hope will help us? 
Yes. 

You heve shown us, before turning over to marketing 
costs, in Schedule 2, you have shown us a total of 
~9,468,372.81, before deducting freight, sales tax 

and packages‘ 

Yes. 

Ana that was the total output of the Calg-ry refinery? 
That, isoright.« 

Wow you are going to deduct the alberta marketing costs. 
How 4bout the tarketing costs in Saskatchewan and British 
Columbia‘ 

That is on that statement there, Mr. Frawley. This 
Statement shovs, starting out with <Alberte, the details 
of the Alberta are shown in the exhibit Schedule 24 and B 
Gp Exhibit "281". 

Yes? 

The total cost of operating the Siberta Division is 

1, 025,448.90? 

YeS. 

Now a portion of that cost, Alberta costs, appliceble 

to products not manufactured at Calg-ry, such as 
lubricating oils, greases and things of thet nature, 

that is shipped into the Province from some other 
refinery’ 

Yes: 

It amounts to ,223,290.61. 


THY CHS IRMA: Where are you reading now? 
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A ~chedule 2. 

Ces. bs Back to the Calgary refinery. 

Peg ae LauaNs Oh, back here 
4 Yes. : will repeat myself on that. 
a Please’ 
A The total cost, marketing cost of tne slberte vivision - 


that is the Province of Alberta,details of which are 
Shown on Schedule 24 and B of S&xhibit "281" amount to 


°1,025,448.90. 


cp) 


Yes* 

4 Nor we deduct from that the Alberte costs applicable to 
products not manufactured in Calgsry. For instenee the 
wernia iefinery ships lubricating oils and greases into 
this Province, and a certzin portion of the marketing 


costs are allocated to those products. 


C Meta cay ha Nf Can you tell what factor you 
used? 

A Loos von the vaiue. basis. Te Will give yousthaD Later. 

te Yes‘ 

A That amounts to .223,290.61, jeaving the sum of 


802,158.29, being the Alberta costs appliceble to pro- 
ducts manufectured in Calgery. 

Q Yest 

4 In other words, to go b ck step, we spent a matter 
of 91,025,000.00 of which 226,00l.0U was on products 
manufactured outside the Province and ship.ed in here, 
or {802,000.00 odd for the products manufactured in 
Alberta and used here. 

Q Yes? That is in an effort to show as precisely as you 
can what the Calgery refinery is doing: 


4 That is right. In other words, we have got the marketing 
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costs for the territory applied to the Calgary refinery, 
regardless of the Provines itself. It is the territory 
supplied? 

& Yese 

A Then to the ;802,158.29 we add the marketing costs of 
the other Divisions applicsble to the products manu- 
factured at Calgary, that is such divisions as Saskatchewan 
and British Columbia. 

A Yes? 

4 And marketing costs of products manufactured at Calgary 
and shipped into Seskatchewan. 


In other words, you have a marketing division in Saskat- 


£5 


chewan, st segina, I suppose? 
A That is right. 


And their books will show a certain expense in marketing 


cm) 


the Calgary refinery products which go over there to be 
Sold: 

4 That is the point. 

Q You pick out that expense as well as you can end charge 
that up to the Calgery refinery operations? 

4 "e cannot really or definitely say this expense or thet 
expense. 6 cannot divide the expense but I will explain 
to you the method. 

% I mean by some method. You do not pick out e definite 
figure here or there? 

A NO. 


You tske a figure and allocate that figures 


&) 


A "e arrive at a figure apportioning the total Regina costs 


that apply to Calg#ry. 


And in the result you get what? 


ay 


4 Your total cost, marketing cost in the entire Calgary 


mips pind 2 
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refining area is 41,179,967.79. 


C Yes? Then you then leave that figure for the time being 


do you? 
4 Yes. 
G, Now? 
A schedule 3 covers manufacturing costs. 
Q How many pages in that? 
4 Just one page. The first item is Barrels of Crude charged, 


: 2,855,528 barrels. That is the totel put through the 
plant, including the amount that we processed for the 


British American. It is the total amount put through 


the plant. 
eo Yes? 
4 And salaries - shall I read all these items; 
C Except that it might make the record better if you did? 


4 All right. Salaries for manufacturing costs at Calgary 
amounted to 87,973.92. ages 329,543.73. Pensions 
»7,782.01; materials ,181,829.79; other expense 
65,101.98; fuel  »152,307.01; electric power : 28,545.54; 


engineering development 27,105.07. 


Q THS CHAIRMAN: What does that mean, engineering 
develonment? 
A Engineering development is - first of all the Standard 


O41 Development Company are a group that develop processes 
and we share in their knowledge and information that 

they have gained of processes. And they assess the 
Imperial a certain sum of money every year and that is 
distributed between our refining points. 


ieesuiee bles. Lge 48 a matter of fact, so that 


ik © 


2) 
at 


the Ghairman will know, I have asked ir. MeGrath for 


some supplementary schedules to some of these items, 
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and you will be filing those? 

b Yes. “e received considerable benefits from that, 
otherwise we would heve to have an engineering 
development department of our own, and I know it is 
much cheaper doing business in that way than it is if 


we had a Separate group of our own. 


Q Yes? 

A In addition to that we do not pay any royalties on 
any processes that they have. There are no royalty 
charges. 

Q That is except insofar as this is intended to cover it? 


yy Ges, thet is right. That is the expense of oper: ting 
that group, our share of it, end any msterials we use 


as developed by that group we pay no royalties on. 


&> 


You have some pretty good refining engineers in your 
own organization? 


A Yes. 


£9 


Now you are building a new refinery in Calgary, for 


instance? 
A Yes. 
e bo you go to the Standard engineers to get advice with 


respect to the installation of thet plant* 
A I presume our engineers contact the Standard Levelopment 
and develop certzin points and get the latest thoughts 


and the latest ideas of equipment. 


@> 


You get the valuable engineering advice of the Standard 
Oil of New Jersey? 

& Yes, that is right; which hasa wrld wide expe rience. 

e So we heve heard. And all its affiliate companies? 


4 Yes. 


Pres 
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Gg “hat about chemicals - I am instructed to ask you 
about chemicsls? 

4 The chemicals are included in the...... 

& The chemical information from these people as chemical 
engineers. You are using the word in the broad sense? 

A Yes, refining processes. 

©. whieh has some chemistry as I understéend? 

b Yes. | 

A THi CHAIRMAN: is this e separ-:te cumpany from 
the Standard Oil Company of New Jersey? 

A I believe so, Sir, called the Standard Oil Development 
Company. 

fe “here is its head office? 

A Luoennot answer thet. .1.can, find out for you, Siz. 

a Ea SPRAY LAY: Let us elaborate thet a little 
bit. There is another way of doing it. I suggest to 
you you can go to the ‘inkler Coke Company for instance, 
and instal some of their equipment and then you would 
have to pay what? 

4 Pay a royalty for using th: t particular process. 

€ & royalty on every barrel put through, or on some other 
basis’? 

A Yes. 

C Now, having access to the Stendard Oil bLevelopment Company 
and paying this fee per annum, eliminates the necessity 
of paying any royalties for using these processes? 

A 3e@11 on processes which they have. 

Q Yes, you do not pay any royalty. If, for instance, there 


is something going down into your new plant that is a 
process of the Standard Oil Company, when you put that 


in your plant you do not have to pay so much a barrel 
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for that process? 


A No. 
@ You escape that? 
4 Yes. In addition to th: t we would have to have an 


engineering development depertment of our own. °€e 
have a small one but it would not be nearly large 
enough to take cere of a company of this magnitude. 

O THi CHL IRMAN: Is that clear, there are 
two things. First you pay that amount and have the 
offer of expert advice? | 

ys) Yes. 

% And too, if the Standard Gil Gompany has the right to 
make use of processes and has acquired and paid for 
and presumably hed a cleer right to use the precesses 
of the other Company, would it include you, and would 
you not have to pay a separate royalty? 


A het is right, Sir. 


q MG.) FPRASLIY: The Stendard Oil Company, I 
presume, would not be, or do they, perhaps you do not 
know - use refining processes on which they have to 
pay a royalty? 

A I do not krow, Mr. Frawley. 

€, If they did, and then you put: that in ofe of these 
pignts, it would seem to me it would not be fair that 
you should not pay that. Do you understand thet is 
included in your ,27.000.00% 

4 “e do not pay anything in addition to this. That is 


whet we paey for» ‘:e get charged with a sum and that 
is distributed over our refinertes, and I will show 


you the deteil of that. 


€ THE CHLIRMAR: somebody woulu have to pay 
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the owner of these processes, ijr. Nolan. 
Pe LA hs “@ are a little concerned 
in this part of the room about this last answer. Ny 
information is that this »27,U00.00 mey inelude in part 
those sums paid on royalties to people who have the 
special processes. 

b That is quite possible. 

Q "e must finc out about that, and not leave it the way 


£t ist 


A Yes, that is quite possible. 


TH, CHEIRMAN: "We will get it cleared up? 
A Yes. 
C i. MOLAN; L take: S te thie. 1S the Puy 


amount we pay* 

A That is right. 

C And-I am suggesting to you, perhaps, you are not guite 
Clear whet it includes‘ 

& Nu, it may include the use and the royalties on some 


other processes. 


q Please permit us to find out about that. 
THITCHAIRMALNs Yese It would seem that 
the owner of the process who is paid by the gallon or 
by the thousand gallons, or something, would have to be 
paid by somebody. 
Me POLS Ns That is the body who is 
using the process would pay their own. 
THE CHAIRMAN: Yes, you would think so 
unless the Standard Oil was payi:s it for them, and 
this is the only quid vro quo they are getting back. 

b On the other hand the Standarc may have the equipment 


of their own and they are not paying royalties. 


hee sty /! 


Fale ste pie et on ot 


ole 


oe: a 2p ata one 


ine Stic eweds ae A ie ide 


io Pe one ie tii 


T-2 


15 

James McGrath. =8378- 
MR.NOLAN The Chairman is putting 
the other case where there are royalties being paid? 

A Yes. 
THE CHAIRMEN: “ell that can be lcoked 
into later. Let us know later? 

4 Yes. 

© MR. FRALEY: All right. The next is 
what? 

A Administration and General Expense, $67,973.95. 

Q You did not exclude depreciation? 

A Wo, I mentioned deprecie tion. Depreciation is {283,473.70. 

C Gian is all right. Next? 

A Taxes, ,£4,681.00, and then we have some miscellaneous 
revenue we deduct from our manufacturing »66,321.97. 
The majority of that miscellaneous revenue is the rental 
we received from the Royalite for the rental of tankage. 

q Tanka ge? 


A toat is right, sir. 

C This was made up some little time ago: 

y:) That wes 1938. 

2 Yes, all right. 

A You have a total of $1,219,994.83, which is the total 


cost of operating the Calgary refinery. 


Q Or? 

£ 42072 cents per barrel. 

Q Just whet does that mean, 42.72 cents? 

A That is the total barrels put through the plant 


divided into the total amount of money. 
Q Could that be called the refining cost, the processing 
Gost per barrel. Refining cost per barrel’ 


A That is tue refining cost per barrel, yes, that is 
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right. 
6 MR. COMMISSIONER LIPS#TT: Is that first figure, =r. 


MeGrath, in Schedule 3 the barrels of crude cherged, 
that is the number of gallons? 


4 No, that is barrels. 


C Phe number of barrels? 
4 Yes. 
Q Is there any cost figure on that? 


4 his is the total dollars spent for that, »1,219,000.00 


Which is equal to 42 cents per barrel. 


q That is, for the refining section’? 

A That is the refining. Theat is what We are dealing with 
now. 

Q Pak not the cost of your raw material come in? 

A fhat comes in later on another stetement. That is the 


cest of operating the refinery without m terial. 
Me. NOLAN: The next schedule covers 


that point, Mr.Commissioner. 


(At this stage the Hearing was adjourned until 2 P.M.) 
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BMAMINATION OF MR, McGRATH COMTINUT BY °7Y PCAULEY 
RE eee Miler scsi ele aL de see hen nel 8 ENE 


et 


Mis FIL EY: Mr. McGrath, we were at 
~xkhibit 280 and “chedule 3, manufacturing costs and you had 
read into the record ths tot:1 expense of #1,219,994.83? 
That is right, sir. 

Now just in passing, I «sked you for a few breakdowns 
of some of the items of these costs and you are preparing 
those breakdowns? 

free as Tight, sir. 

And you will have them in the matter of a day or so? 

miag is Prien . 

Then we will not snend any more time on those items until 


we get those breakdowns and so go on now from where you were. 


THY CHATRMVAN: That breakdowns ars ws to 
ax pect? 
LS ies a a T have asked Mr, McGrath 


for a br2akdown, maybe Mr. McGrath will remember them as 

moon, as 1 vO: 

Salaries and wases and materials and other expenses. 
Engineering development? 

Yes, and administration and general expenses and fuel, 

you asked me about fuel, too. 

Yes. Now just so that it will not be felt that depreciation 
is entirely overlooked, there will be some question arising 
out of that figure of depreciation but at your own suggestion, 
and I agree with it, it is that that might be better discussed 
when you put in a statement on 6 pits1 employed? 

That 1S right. 

TH® CHALRMAN : That is what I wanted to know. 
MR. TRATLEY: Now go on, Mr. McGrath? 

Yell the total cost of operating in Calgary on Schedule 35, 

#1 ,219,994.85. Now a3 you know we carried on 2 processing 


arrangemsnt with the British American, we processed crude 


for them, 
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You did? 

We did, yes, yes, and during the year 1938 the cost of 
processing for the B. A. was $286,898.23; this is a deduc- 
tion from the total amount of the money spent for operating 
the Calgary refinery. 

Mr. McGrath, I just want to ask you a question in passing 
about that B. A. processing arrangement, and it may only 
be necessary to ask you, but I do aot have the document, 
Werhave “in as an Uxhibit, Mr. MeGrath, the contract. the 
refining arrangements contract between your company and the 
Be Aa? 

yes. 

And there is a schedule attached to it which I thought 
perhaps I might bring to your attention now and haves you 
Moenvery 1p but. we wilh 23t 1t and)do, thaty later, bute 
meouered af there iS any further detail which you have 
available thera that you can give us abcut that? 

Bond DAve Nov, 

You would have to get that? 

oS. 

The number of barrels processed? 

I can tell you the number of barrels, no, it is not Shown 
Bere, 1% .16° 78,000 odd barrels. 

Perhaps a more satisfactory way of doing that woulc be to 
make a Short statement. 


All right. 


are “s * eh Ne iei> a a ey 
2 


Covering that, the number of barrels and the money you got? 


Yes, I will. 
This $286,898,23, that is the money you actually sot 


from: the B. A.7 
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oO 


NO, that is the cost. 

Oh, that is your cost? 

That is their share of our cost. 

Their share of your cost? 

Pia 2S) Pient ; 

Nhatever they paid you now, regardless of what they paid you 
or whether they ever paid you, this is the cost? 

Petr is Saent . 

Or at least the proportion of your cost which is represented 
Peaune Work you adic Tor. then? 


eiauers right, sir. 


$o that I think we will not stop now but if you would 


pleass make a note to come in with a statement of what 


meeney you did gst’ from the B. A. for this work and the 


basis of arriving at what you charged them? 
Yes. 
Meson LIPSeTT: In the first Schedule, Mr. MeGrath, under 


the sales and the gross income, does that include the gross 


income from the B. A.? 


No sir, they delivered the crude to us and we processed it 
for them and delivered the products back and we charged them 
a processing cost, that is for handling it through the 
refinery. 

And then whatever profits there would be there, they are 

not taken into this account? 

No, this is just the cost. 

MR, TRAYLZY: Mr. McGrath, using the gallons you just gave 
uS a moment ago, some 780,0007 


Yo). 
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2 Or barrels, rather, against the 286,000.00 you have hsre 
in Schedule 3, Mr, Cottle has worked it out at 364¢ a barrel? 

A ell it does not include fuel if you read that processing 
agreement, Mr. Frawley; the British American Supplied their 
own fusl; that is, we took fuel out of Bete Cruge., or unre 
Coat doesnot include fuel. 

) So other than fuel, that represents the cost? 


A Poo as *rVene < 


PD) 


Of course you do not know whether, how much relates to the 
42.2¢ a barrel® 

K That fuel cost above, that is for the whole combined operation, 
amperial anc 3. A., that’was just to show the combined, the 
269,000 barrels shown at the top of the nace is the total 


Puree, “Including B, A? 


Pepe onsu. 2S. client. Then it is pretty Sirrieuls tosexplore 


> 


ie any turther “untal you nave & more complete statement if 
you would be good enough to make a complete statement showing 
the B. A. operations complete? 


A Woe, Wil. 


2 And how you arrived at that, and it will also contain the 
factors you used in arriving at the 286,898.23? 

A I do not know whether I have all those factors with me 
cr tou, Mr... Frawley. 

A) As mach Ss you have’? 

A Yes, \ 

Q Of course, if you think you ned anything from the east to 
complete it* 

A OQwine to the fact that the contract has sxpired, is it 
necessary to go into all the dstails, just as you think. 

0 Ye are only interested in it of course insofar aS it arfects 


your own costs fcr 1938? 


‘een BOW 
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A There is a figure that covers our cost. 

2 OF course just continuing on for a couple of more lines 
you finally arrive at the total manufacturing cost for your 
own operations? 

A For our own operations. 

Of 5935,566.59? 

A EAGLE wCorre cl. 

a) Pod that iS arrived at. by subtracting the .B..4.. Costs: 

A Snags Tishnt, 

4) So that is why it is véry important to know just that you 
Mave .arrived at . true and corresct,.and reas snable resules, 
that is your own total manufacturing costs. However, I 
think we had better let that stand and you know what is in 
Oicyminds,, only a desire to arrive wat your Jown) trues (cost? 

A Ves. | 

A May NOLAN: ' Is it not based on the number of B. A. barrets 


of crude that went through this refinery? 


A Yes. 
MR. NOLAN: Thera. TS) MO Git Pvoulty “abou gi 
MR. FRAWLEY: There is more to it than that. 


"Ya will have to. have a little more detail from, Mr. McCrath; 
it is something that he might discuss. You have never 
discussed that item in detail with Mr. Vottle? 


A to. 8 Go not belisve fT have. 


& 


T think psrhaps it might be well and the amount of detail 
that you need to get out so far as I am concerned, apart 
altorether from what the Commissioners would think,- would be 
what you and Mr. Cottle think should be gotten out, so if you 
would you might confer with him? \ 4 
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Is there anvthing else on this sheet? 

A That leaves a cost of $935,566.59. 

Q Now before you go on, I do not know whether you covered aoe 
what is the $16,914.76? 

A There is a red figure there, that is ths manufacturing costs 
of products which were Shinped to other refineries; for instance 
we Shipped some of the gasoline to Regina, and that is the 
manufacturing costsof that; in other words, the manufacturing 
costsat Calgary were credited and the manufacturing costs at 
Regina were charged with that item. 

Q Pays 10, Just to make At perfectly plain, why iS 25) pron os 
Bo bake away from your costs? 

A fois 1S the total amount of money spent. Now we shipped 

products to the Regina refinery and we take out of our 

manufacturing costs the manufacturing cost applicable to 
those goods and deduct it from the total manufacturing 

eosts of the plant. 

Ali right, now Mr. McGrath? 

Now the next item of 19,384.75 is the manufacturing costs 


GP products Shinped from cther refineriss to Calgary. 


ro 3 


Mya at is chistly Loca’ 


A That, is| right . 


2 Mase ts the name of your refinery Av’ Vancouver? 

A Yes. 

2 Tt is chiefly goods shipped from Ioca and if we went there 
we would find that figure in red? 

A Yes. 

2% And some solvent oil from Sarnia? 


A , Yes. 
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Those two refinine materials, Toca easoline, gasoline made 
from California cruds at Ioca, B. C.? 
Paeb iss right. 


PAaesolvent» oil. made in Sarnia? 


Both of which products were required to comnlete your 
Calgary operations? 

Wheat is right. 

OVI 6 ive we Os us 

eae pOnALRMAN;: Do you know how many barrels of B. A. crude 
were put through? 

I am going to set that. 

That is something you are going to get? 

Yes. 

ey ak Ys vos, 

Peer 2 ey >. Before we leave this) Toca naphtha, wept? 
be hearing more about that, but that “19,384.75 of course 
does nots dnclude the freight on setting it here? 

No. 

Tho wengustothes processing’ of atoatyinhe met insry? 

Yas. 

Nor is there, and there elso is, J] will put it that way, 
there 2l1so is a separate chargs for the California crude 
which is used to make it? 

There is a separate cost of that crude. 

The cost of processing and the cost of freight to get it hsre? 
Yes, 


All of those items appear later on in the picture? 


Yes. 
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But this has just be3n taken up here or added on here, 
to give as correct a nicture as nossible of the manufactur- 
ing costs of the Calgnry refinery? 
patie rieht . 
Purely manutacturi ne? 
Uheo ais corract, sir, 
All right, then we have Schedule 4 which consists of A, B, C, 
and, 2D. 
TH? CHATAMAN: So that I understand this, w2 have to many 
Porrels of crude indicated at the top? 
Yes, 
eB o00, Ono? 
Yes. 


And as I understand it the cost of manufacturing that into, 


iy 
eircriming that, is $1,229,994.83? 


Paes we Tieht Sir. 

Paoewe only look at the B.A. atvali to find out what us 
the operation in respect to your own requirements? 

(has asi Tight. 

So that you say to put that numbsr of barrels of crude 
into what, into gasoline and other products? 

All the products. 

And all other products? 

Yes, 

Costs you 42.72¢ a barrel? 

inet Ts right, sir. 

Treating all products as if they were the same? 

That is one barrel of crude, that is per barrel of crude. 
And is it of any importance or have we come to it, as to 
what a barrel, the respective barrels of crude were put into, 


I mean, is soe important to know how much was gasoline and 
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how much was fuel and oil of different kinds, and so on? 


A That has to be dsalt with. 


Petes ey Yes, that has to bs dealt with. 
TH OR ALRMAN: I see, 

Q ey eas: Yos? 

A Pemednle 4 consists,of A, By G, anc. D. 

2 And what is the schedule in a word, what is its purpose 
in the Uxhibit? 

A Pep oe, Band OC.) Tam sorry, not OD. 

Q No? 

A Pes waar! iC . 

) Pub Wad, let us be clear about this, then, because it 


certainly goes from Schedule 4 A, through Schedule 4 B, 
Schedule 4 0, and Schedule 4 D? 

A Peo risht:. 

my, schedules 4 C, it really is, that is what we found when we 
wont over it the other night, it might be called: Schedule 5, 


Paste uratorial distribution? 


A Yes. 

Q And then Schedule 5 and Schedule 6, I wonder if it would not 
help now if w> did that, is it not going to cause a little 
confusion if we ksep that last page as part of Schedule 4 
as such, because it is in no wise related to pages A, B, 
And ConiS it? 

A No. 

It is purely a memorandum” 

A That is right, it is a memorandum. 

Q I would sugrest if it would h2lp, to let us mark them 4, 5, 
and 6? 

A Make 4 (D) Schsdule 6. 
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Schecule 4 (D), starting away with that as Schedule 5? 
eel rient. 
Perens out the (Dd)? 
Pa PN 2 


Then what are you going 
mo cei) Schedule 5° 
Re a Tuy: Call Jeheaute Oy PONS ULE 6. 
and so on, and I think it will help. Then (D) is eliminated 
and then Schedule 5 becomes Schedule 6, Schedule 6 becomes 
eoreduis' 7, then the last is not a schsduls? 
Poe ab) 1s a °su mary. 
ME GHAT RICAN : Now, if everyone 1S content, 
Peo exhebDit will be changed accordingly. 
MR. PRL UY: Yes, and I think perhaps 
we had better stop and do that, 

(Exhibit 280 was here corrected accordingly) 
Pe LNs Now, ,Mr. McGrath; J was going’ to ask you 
what is Schedule 4, what is its purpose? 
fewesetne cost of of] and othar matevials. 
te wore otiNs Now for the purposes of the record, Mr. Hrawley, 
T suppose thers are schedules in @xhibit 281 as well? 
foe ak ay: No, I was just asking Mr. McGrath as to this? 
Poa oe TQMAN: Now I did not mean for the purposes of changing 
these, but when you refer to Schedule 4, for example, you 
Should mention the “xhibit number, should you not, or in 


two months! time it may not be apparent? 


Da ged. DSY : That issrient.. 
THE CHAT™MAN : Parvicurerly if ohera are 


schedules in the other Exhibits. 

IR. SRAYTL EY : Oh, thers are schedules 
im tie other Exhibits. 

TH? CHAT RMAN: Then you should speak of 


Exhibit 280. 
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Q ewe eles. 1 am now Speaking of Exhibit 280, and we are 
about to discuzs Schedule 4° 


A Yes. 


ree) 


And its purpose in ths Exhibit is to show what your crude 


oil costs, your crude oil, and other refinery material costs 


you? 
A that if. right. 
Q in dollars and cents, and in cents per barrel? 
A weet AS right. 
Q ‘Ie dealt with the sales and the freight and the sales tax ana 


the changes and the marketing costs, the manufacturing expenses, 
and now we come to the cost of the materials, now would you mind 
Hose tor the sake of clarity, direct your mind to two) thines. 
thet this “xhibit shows, it Shows the cost of the crude oil 

and blending material in al! of the goods that were sold in 
1938? 


A In the Calgary area. 


Q In the Caleary arsa? 

A fot ao cCorract, Sir. 

2 And eo aii’ the eosts of the crude and other materials vin 
the goods that were purchased and sold in the Calgary refinery 
area? 

A Tatts right, sir. 

MR. NCLAN: No. 
WR. PR LEY: The cost of producing them? 

A The cost of producing them, the cost of producing those 
materials, that is right. 

2 The distinction there is, Supposing for the sake of argument 


you had on hand at the Calgary refinery at the beginning of 1938 
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a half a million barrels of finished products that had 


been made in 193%, but that wers sold in LOSS ett te 


A Poet) iS right . 

Q The way in which yourbooks are kept and therefore the way 
in which this statement, Schedule 4 of Yxhibit 2304s 
prepared, shows the cost of that crude in there, doesn't it? 

A Tat 1S right. 

Q And I presume you ars aware that Mr. Cottle has been Striving 
to set up 4 picturs showing the cost of the crude in the 


gasoline and other products manufactured in 1938? 


A Yess. 

Q As distinguished from this picture which shows what was sold? 

A SS: 

Q Now you are just, as though it were leaving that to Mr. Cottle, 
you have not s3t up any figures to show, or have you, to show 
what the cost of the crude and other materials in ths ¢asoline 
Sond in’ 1958 was? 

A No, Ihave not, you mean the cost of the crude? 

2Q For these among other things but I am only dealing with these 
now? 

A Yes. 

2 The cost of th3 crude oil and other materials? 


A Yese 
Q Restricted only to what was made in. ths Galsary relinery ini yoo, 
A 


Oh no. this covers the whole, the cost of mat3rials in the whole 
, tl 
| area, the whole territory. 

2 That were sold? 


A Metis right. 
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a) Sverything that was sold? 

A Yes, 

Q The chisf distinction being? 

A The purchases, the inventories, and that. 2S). 
Q The purchses and the inventories? 

A tie. tS rient. 


2 Pic at 8 person wanted to get; be it right) of not for 
fee MOUGIU's) 6.5. vse 8 

a) TH” CHATRMAN: ‘Ye have the inventories, and they were? 

A "hab.was carried over. 

Q ees, nd 1b 1s here, is it. not? 

A Yes. 

Pee LAN : is that: the Tirete\ine? 
2 SHE LRMAN : 1 40 not fully appreciate 
Whew 18 left out, and what is left in, by Mr..Cottle, as 
Foulruy it. 

Q PR. aA LEY: Yeld now, this. statement, as DT understand ait, 
tags acheaqule as I understand i0, endeavors to find, and 
oes Tind, the cost of the crude, just ons item alone, 
Hiateas “ll, the cost of the cruds Bad the gasoline sold 
in 1938? 

A This statement here is the cost of all the products, it is 
purchases of crude and the inventories and all other 
information és shown right here. 

Q T know, but now the distinction is that it does not 


restrict itself, this statement does not, to your cost 
of the crude inthe gasoline and other nr-ducts manufactured 
at Calgary in 1938, you sse my point, which would eliminate 


inventories, would it not? 
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I see what you mean, in other words, you are talking about 
eliminating what was purchased, the outside purchases. 

Yes, exactly? 

No, this includes the whole thing. 

I know that is true, but for the Chairman's information, 

I am pointing out the distinction, to put it simply, between 
you and Mr. Cottle at the moment? 

Yes. 


In a perfectly friendly way, 4S to what his view is as 


regards th? kind of statement at least he thinks you should 
have to show the Commission the true character of the 1938 
price at Calgary? 

This is the true character of the price, there is nothing 
Beteaou. of (here, Mr. Prawley. 

Now, nothing left out but perhaps too much in? 

Perhans: putting it a different way, is that eit? 

Just confine yourself to inventories because you know much 
More. about it than I do} Mr. Cottle, as TE understand 1%, 


has sought in his, in the statement he has asked you for 


and the information hs has asked you for, to eliminate 
eutirely the inventories on hand on the 1st of January, 19358? 
You can do that, because it is shown right here. 
I mean the inventoriss of finished products? 

It is shown right here. 

Ou ati is shown, here? 


Yes, the next page. 
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Or ‘course, it) ie theres 9 Tt em not accusing you of having 
TOUVLibtle im. But ‘too much, Mr. MeGrath, is my 
difficulty at the moment. 

Too much in? 

Too much, because of the fact you show the cost of crude 
in the inventories and the finished inventories that you 
started out, with. It is suggested now that the cost of 
the crude in the finished inventories, which is carried 
over’ from 1957, Should not be here to show the true 
nature of the 1938 operation? 

Tae inventories of 1937 one here. 

Has Mr. Cottle never discussed this thing that seems to be 
so troublesome to me with you before, so that you know 
what is in my mind? 

I do not know exactly, Mr. Frawley. 

MR. COTTLE: Mr. McGrath, this Sehedule 4, | 
the statement of the raw products, gives all of the goods 
that were sold in your marketing division or to your 
jobbers during 1938? 

That.is eorrect, Sir. 

It includes the cost of what we call outside purchases, 
such as aviation gasoline, which is not manufaétured at 
the Calgary refinery, and is purckased and sold in the 
marketing dévision? 

That is right. 

In other words, it is * st°tament of row products ond 

the cost of everything sold? 

Yes. 

If you recall, I wanted to find the cost of manufacturing 


the goods which were recovered from crude oil during 1938 
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from the Calgary refinery? 

ves. | 

Having no regard to how much of it was sold or how 
little of it was sold, so as to get the refining spread. 
What Mr. Frawley is bringing out is to get that picture 
it is necessary to eliminate from Schedule 4 the 
inventories of the finished products at the refinery, 

or in your marketing divisions, is that not right? 

Yes. It is all shown right here. The opening 
inventories are shown on 4 (b) and the closing inventories 
on 4 (ce) 

In other words, all of the things which need to be 
eliminated in order to arrive at the cost of crude in 
the Calgary refinery are shown in some detail on b and ec 
of schedule 4? 

rege Is richt.. 

MR. NOLAN: What do we lack? 

MR. FRAWLEY: Nothing at all. Tnaat is 
what I am making plain, nothing lacking. 

TH CHAIRMAN : Do these later schedules 
permit of the severance of what was bought outside 

and what was manufactured? 

Mes pioir, it. shows rieht.n here, 

Then is not that all,----- 

MR. FRAWLEY: The spread statement which 
follows this statenent will show the elimination of 
those things? 

Tat, Le .rie ht . 

All right. Will you begin and tell us about this 


schedule 4? 
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MR. NOLAN: That is schedule 4 (a) 
Gevexnapit "2e0"7 

Yes. The first item is the opening inventory 
Crude Oil and Absorption Naphtha. We had 4,217,402 
gallons valued at $212,988.28. 

MR. FRAYVLEY: Yes. 

THE CHAIRMAN: What are these letters, what 
do they mean, Mr. MeGrath? 

imperial gallons. 


Imperial gallons. Amount. That is Imperial gallons too? 


t Suppose there is a good reason for it, but why have we 


moved from barrels to gallons? 


Barrels were only used as an illustration on the manufactur- 


poe cost, but as ‘far as our sales, in Schedules 1 and ‘so 
On, that is all. gallons, everything is gallons. 

When you come to relate one to the other does it make 

any difference? I mean are the barrels that vou have 
been speaking of before giving you the Imperial gallons? 
35 gallons to the barrel, Sir. 

MR. COMMISSIONER LIPSET?: Does that next figure then 
yurchases of Turner Vulley crude, showing that, the cost 
or 3.9542 cents per gallon? 

That is right. 

Does that mean you multiply that figure by 35? 

Yes,  Yould you want me to do that, o1r7 

If you please. 

MR. FRAYLEY: You appreciate, Mr. Chairman 
and Mr. Commissioner, all this cost of crude was gone into 


in great detail in the spread statement that is to come. 
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These gallons could all be turned into barrels,if that 

is what you asked Mr. McGrath to do just now. 

MR. COMMISSIONER LIPS TT: Yes, because it seemed to 
me to be above the posted field price and I aia not 
understand it. 

MR. FRAWLEY: it), Seems) Voovmad) for tire 
McGrath to work that out in longhand for you. Mr. Cottle 
has a slide rule here if you want any calculations made 
quickly. We have it here, 81.3770, Mr. McGrath. 

A te aS orion G . 

Q That is the field price of $1.2270 and pipeage 15 cents, 
pieov7O. Laid in‘costs, of course? 

A Those are the costs at Caigary. 

Yes. I do not know to what extent the Commissioners 
Bove ulis in front of them duu Ido not) think 20 as 
necessary to put in the record all of those purchases. 
At feast that is my own suggestion, if there is no 
objection otherwise, ir. Chairman. 

A Purchases consist of Turner Valley crude, Pee MMe a ae is oo 
gallons, costing at Calgary $2,841,940.31 or &.9342 cents 
per gallon or 41.3770 per barrel. 

Yes? 

A Me next item is Turner Valley Absorption, and we purchased 
10,915,310 gallons, costing $668,914.29, or 6.1282 cents 
per gallon, or $2.1449 per barrel. The next item is ‘ 

Turner Valley Crude naphtha, 584,010,costing $37,594.17, 

or 6.4372 per gallon, or $2.2530 per barrel. 


Pondern Crude, 528,913 gallons, $24,383.55, costing 


4.6101 cents. 
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MR. COTTLE: Or $1.6135. 
A pl.6135 per barrel. Taber crude, 305,381 gallons, 


costing $8,222.34, or 2.6926 cents per gellon. 


Q $0.9424 per barrel? 

A That is 90.9424. 

Q Yes? 

A Yes. That gives total purchases of 84,570,467 gallons, 
costing $3,581,054.96. Now, we have dealt with the | 
opening inventory and purchases. Now, we deduct the 
closing inventory and sales and find out how much erude 
was put through the plant. The closing inventory amounts 
te 6,246,506 gallons, valued at $248,003.99, and sales 
amounted to 10,659,580 gullons at.a selling price of 
$400,475.96, leaving net amount of cmude used of 
mee Ol. oo gallons, costing $3,145-563.29.. That ig the 
cost of raw materials. Now, we brought in some blending 
svocks,. Tetra Ethyl lead and dye,, 34,297 gallons, costing 
$267,637.80. ‘Je brought in some special naphtha from 
Toco, 1,258,393 gallons, $107,885.66. We brought in 
some solvent oil from Sarnia, 83,434 gallons, costing 
95,767.55. 

Q MR. FRA‘TURY: Perhans I should ask you 
there about these products. Tetra “thyl lead and dye. 
Tstra Ethyl lead is what you purchased from the Ethyl 
Gasoline Corporution? 

Yes. 

Used to bring up the octane in your brand of products? 
Yes. 

The dye is used to color the gasoline? 

Used for coloring purposes. 

According to your marketing requirements? 
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Yes, that is right, red or green. 

And the naphtha from Ioco is used for what? 

That is special high octane naphtha brought in from locec 
for the production of Ethyl gasoline. 

You call it naphtha. How is that made out in Ioco? 
mec Snecial cat taken off “the, stile iat locox 

THE CHAIRMAN: Where is loco? 

In British Columbia. 

MR. FRAWLEY: That is the name of the 
post office? 

Peemioco rerinery at foco, B.C. 

You say it is a special eut taken off-----it is comparable 
to straight run gasoline? 

it has a very high octane value. 

That is because of the crude that is used? 

That is right. 

And then it is brought in here and it is blended with the 
product from the Turner Valley crude? 

That is correct. 

To make Ethyl gasoline? 

Yes. 

That is your trade name for Ethyl gasoline? 

Yes. 

The solvent oil comes from where? 

Sarnia. 

And it is used for what? 

It is patented - rather Ethyl and 4 Star gasolines ate 
patented gasolines. This solvent is a patented arrange- 
ment, and this is solvent oil that goes into Ethyl and 


3 Star gasoline. 


You can tell us what the general function of it is. We know 
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the function af the naphtha from Ioco and the Tetra Ethyl 
lead and dye. What is the particular function of the 
SeLvent, if you can tel] us. 

Could I step down for a roment? 

Yes. | 

MR. NOZAN: There is no objection to the 
witness informing himself’ like this. |) tt) ts unusual. 

THE CHAIRMAN : Oh, well, this Inquiry----- 
It prevents gum formation and sticky valves, and carbon. 
MR. FRAWLEY: Do you put that into the 
gasoline that you sell to your jobbers? 

No, Sir. It is just used in Imperial gasoline. 

Is there anything else? Nothing else to speak about this? 
No. 

You are taking away the cost of the absorption: gasoline 
shipped to Regina? 

Yes, we t2ke away the cost of the absorption gasoline 
Shipped to Regina, which is 1,147,108 gallons, or 

oR ADP A ae 

Why do you do that? 

That is, you deduct that out to get the cost of the 
materials used in the products made for the Calgary 
territory. 

Because it is there in the 10,915,310 shown under the 
heading of Purchases of Turner Valiey * absorption? 
Tat is right, yes. 

You take away the cost of the coke? 

Yes. That is coke shipped to Regina too. 

That is shipped to Regina? 


70,050 gallons, or $660.04. 
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That is not in the purchases. . Why is that taken away? 
You take it from the valuo of the erude, the credit 

you give to that coke. | 

You are selling that to Regina? 

Yes. | 

And you credit the Calgary refinery? 

It goes out Of the Calgary refining territory. 

All right? 

Then we have some miscellaneous items here, $4,430.88. 

I have not got the detail on that. I do not know just 
what those are. 

That is also taken away from the cost? 

Yes. 

at Calgary? 

Yes. 

The cost of the crude at Calgary? 

Yes, a very small item. 

Yes, which, of course----- 

It reduces the cost. 

It acts so it reduces the cost? 

That is right. 

All right, Mr. MeGrath? 

Then there is a total carry forward to 4 (b), 72,059,799 
gallons, or $3,460,591.61. 

Before you leave that page, that 72,059,799 gallons is the 
net barrels of crude and blending stocks used? 

Mat 16 cormect, Sir, 

And that is the one that is of greatest use to us in 
finding out whet the precise Calgary operation in 1938 was? 


Yes, that is right. 
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Q Yes, all right. Why did you proceed to discuss the 
Opening inventory of products, that is finished products, 
of course? 

A Yes, we have dealt with the crude oil. Now, we have the 
products on hand. 

Q Why do you do that? We were confused about it a few 
minutes ago. You say it is quite proper to have it in 
this statement? 

Yes. 

wet me put it to you this way. Bring out the distinction. 
You did not spend any manufacturing money on the products 
in 19287 

A On the opening inventory? 

Q Yes? 

A Noy nov .in 1938. 

Q You had spent that? 

4h Yes, we spent that in 1937. 

Q Well, are you concerned now with finding out the 
manufacturing cost? 

A Well, let us put it this way. When you started out the ) 
first of the year you had so much gasoline products on 
hand. You bought so much crude, and you processed the crude. 

Q Yes? 

You had these products left on hand and the difference 
is what would give you your sales. 

Q hat is really what it is,to demonstrate? 

A First we have the purchase of crude oil. Then we have the 
opening inventory of products which we add to that. 

Ye take the closing inventory of products, which gives us 


the sales. 
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J. MeGrath. 


Q THE QGHATRMAN: Provided always that the 
cost of producing that which was on hand at the time you 
took your opening inventory is no greater and no less 
than the cost in the year which you are considering? 

A That is the cost, Sir. We opened with that cost. 

I have a figure at the back here to show if i* had 
been on higher priced cruwdes what effect it would 
have had on the cost. 

Q MR. FRAWIEY: There mast be adjustments 
made when you come to your spread statement? 


A Yes. 


_ © 


You have made adjustments to take care of that? 

A Mes. This is actually according to the books). We are 

| dealing with books here. If there is something in there, 

for instance, if these products had been based on the 

price of crude higher than the present price then we 
have made calculations to show what the profit would 
have been had that thing existed. 

Q It is not sufficient to ask you what the cost was of 

manufacturing the 72,059,799 gallons alone because you 

could not find that out until you deal with the opening 

inventories and purchases? 

That is right. 

And the closing inventories? 

That is right. 


Yes? 


eS Re a ee 


Schedule 4 (b) shows the number of gallons are carried 
forward from the previous sheet and to this is added the 
opening inventory of products on hand. For instance, 


we had gasoline, 13,502,156 gallons of products, which 
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J. MeGrath, 


cost, $1,203,244.17. We have refined oils, 753, 241 
gallons, costing $81,499.15. Distillate, we had a 

red figure of 1,237,941 gallons valued at $102,771.82. 
Would you explain that red figure? 

A That red figure, that was gallons we owed the B. A. on 
this processing agreement which we did not have in our 
tanks. Light fuel oil, 287,281 gallons, or $17,122.43. | 
Punken) fuel, 258,172 harrels, $5,546.20, Aephalt, 622,139 
gallons costing $40,986.53; Coke, 140,284 gallons costing 
$3,198.48; Unfinished stocks, 6,059,445 barrels, costing 
$406.252.50. Total inventory, 20,384,777 gallons, 
costing $1,655,078.05. Now, the marketing department 
purchases, that is the next thing we should deal with. 
These are finished products purchased for resale that 
were not produced at the Calgary refinery and it is added 
to these figures to. get the total cost.ofvall the products. 
Gasoline, 64,486 gallons costing $22,241.55. Refined 
Pie OTe, ealions, 2765.52. Distillate, 5043 gallons 
costing $760.08; light fuel oil, 726,321 gallons costing 
$117,712.66; Asphalt, 59 cents am no gallons. 

Naphthas at field service stations. This is naphtha 
we purchased for our field service stations, 755,352 
gallons, costing $50,935.95, ar* another item, 141,799 
gallons, costing $9,074.18. Giving total purehases of 
finished products resold in the Calgary refinery area 
of 1,686,953 gallons, $201,490.27. To that point 
everything is added. ‘We get a total of 94,131,529 and 
#5, 317,159.93 . Now, the deducts come in. That is all 
the cost we have built up. Now, we have left on hand 
the following, Ye have gasoline on hand, 8,627,375 
gallons, costing $567,104.39. Refined oils, 1,133,930 
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MeGrath. 
gallons, costing $98.005.29. Distillate, 547,498 gallons 
costing $28,928.97. Light fuel oils, $61,381 gallons, 
$13,470.23. Bunker fuel oil, 218,932 gallons, $4,159.70. 
asphalt, 695,178, $39,041.20. Coke, 62,525 gallons, 
8992.92. Unfinished stocks, 7,975,205 gallons, $342,536.24, 
or a total inventory of 19,622,024, costing $1,094,238.94. 
Or cost of products sold from Calgary, 74,509,505 gallons, 
that is the total gallons including refinery loss, costing 
$4 ,222,920.99. 
THE CHAIRMAN: That works out at what per 
gallon. oes it appear later somewhere? 
iveppears later, Sir, yes. 
#1] right. 
MR. FRAT LUBY: I am bothered about this. 
I do not know whether = should pursue it with you or be 
instructed by Ifr. Cottle. You have a total of crude used 
orv72,000,000,* the top of ‘schedule (b),. 72, 059, 799? 
Yes. 
That is the cost of crude consumed? 
and blending stocks. 
In gallons. Yes. and blending stocks? 
Yes. 
That is a certain number of gallons of crude, is it not? 
Crude and blending stock. 
THE CHAIRMAN; You said the cost, that is 
the number of Imperial gallons. 
MR. FPRAWIEY: This is the number of Imperial 
gallons? 
Yes. 
Of crude consumed? 
That is right. 
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J ® MeGrath ° 
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far ae gs 


Crude and blending stocks? 
veo. uney is right, 


and then you add to that the tctal of refined products 


on hand on the first of Jamary, 19387 


That is the total of finished products and unfinished 
products? 

That is a different sort of article. That is the finished 
gasoline? 

That is the finished gasoline, yes. 

And you add the total number of refined products which 
you purchased? 

Yes. 

Finished gasoline? 

Yes. 

“hat puzzles me is how you add these three dissimilar 
artiéles, one of them anyway being unlike the other two, 
and add them all up together and get 94,131 529 Imperial 
gallons of what? 

Of crude purchased. Crude runs and blending stocks and 
opening inventory of the products and the marketing 
department purchases. 

Why add them? Aren't you adding cheese and chalk? 
Wel?, look at the dollar side of it. Let us look at it 
from the dollar standpoint. On Sehedule 4 (a) you have 
got $3,460,591.61. That represents the cost of crude 
and the blending stocks. 

You start with schedule 4, page (b)? 

Yes, all right. 

$3,460,591.61? 


Yes. 
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MeGrath. 


That is what you paid out in dollars for crude and 
blending stocks? 

Yes. 

Yhat you consumed? 

Yess 

171958? 

That is right. Now, we had on hand at the start of 1938 
$1,655,078.05 of finished products. Now, let us reverse 
the thing and put it this way. “ut the opening inventory 
products first and then add the crude to it. It would 
probably make it clearer. 

Yes. Anyway, you have spent that much. You have got 
goods representing that amount of dollars to start the 
year with? 

Mat is right. 

And then during the year you spent $3,460,591.61 on 
erude that you consumed? 

Piet is right. 

And blending stocks? 

Ye Se 

nd them you also add to your stocks purchases amounting 
to,. $201,490.27? 

That is reorrect. 

And then you take away what you had on hand at the end 
of the year? 

Yes. 

$1,094,238.94? 

Yes. 

And you say that that in the result gives you the cost 


of the products that you not only made at Calgary but 
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J. McGrath. 


had left over from the last year and brought in as 
finished products and consumed during the year, from 
Calgary. Less what you had on hand? 

A mac LS Light.. 

Q THE CHAIRMAN: Will you sometime arrive 
at what it cost to refine a barrel of Turner Valley 
crude oil into the various things into which it is 


refined. Do we get there? 


A Yes. 
Q T have not read these statements? 
A Yes. 
Q Probably I could understand them if I did. But I have 
not read them anyway. ‘Je do come to that in the course 
of time? 
A This is a tremendous task. 
I know it is. 
MR. FRALEY: In the spread statement 
we will give you that very thing, as I understand. 
WR. NOLAN: The witness does not mean 
it is a tremendous task to understand it. He means 
it is a tremendous task to get these figures together. 
MR. FRAWLEY: He might mean it the other 
way too. 
THE CHAIRMal: He micht mean it either way. 
A I did not mean that. At times it seems an insurmountable 
task. 


(Page 8409 follows.) 
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Yes, this is intended to just take the figures off 

your books ana put them into as Simplified a form as 

you can? 

That is right. 

there is no study of it from the standpoint of the dif- 
ference between the cost of the crude and the cost of the 
finished article? 

No. 

Nor how much it costs to make a barrel of gasoline? 

No. 

Or how much it costs to make e barrel of distillate? 

No. 

Or a barrel of light fuel? 

No. 

THL CHAIRMAN: I was merely wondering 
whether, having worked our way through this, we did come 
to these other things in due course and we do, as I 
understand it? 

Like FRAWLuY: d@ GO, presumably they fol- 
low right on. | 

luke FRAWLEY: Now this is the end of the 
statenent of the Exhibit proper, is it not? 

That is right. 

Exhibit "280" and what follows are memoranda which might as 
well have been separate exhibits, so that we understand? 
Yes. 

uxcept there is a summary, the last page is a summary? 

Yes. 

That is perhaps the best thing to discuss now? 

I would assume sO .'0.On- 


All right. 
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Shhedule 5, Exhibit "280" shows the territorial distri- 
bution of products made at the Galgary refinery, just as 
an indication of where the products went to, were dis- 
tributed to. Now shall I read all that information.into 
the record? 

I would certainly waive it? 

dust to give an indication of it. 

Just the result perhaps, British Volumbia took how nuch? 
3.97%. 

3.97% of all your refined products went to British Col- 
Unbia? 

Yes; Alberta 77.73% and Saskatchewan 18.30%. 

Alberta 77.73%? 

Yes. 

Saskatchewan 18.30%? 

fit is right * 

Now the next is Schedule 6, why is it prepared? 

It is to show the effect of the price reduction in June, 
1938, it is a memorandum figure also. 

A price reduction on finished products? 

On finished products, yes. 

MAJOR LIPSETT: where is that figure, ir. 
MeGrath, of 68,438-401 gallons? 

It is part of the 74,599.505 on the price sheet, you see 
the price includes outside purchases and stock and all 
that. 

This is the Calgary sales during 1928? 

Yes. 


And the @ifference would be covered by the stock carried 


Over? 
Outside purchases ana the loss in running the crude oil. 
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3 
Gan reconeiis it if you like. 
Q I was just wondering if there was a reconciliation? 


A a have not got it right here. 

Q hiRe FRAWLEY: hire ticGrath, before you dis- 
cuss Schedule 6, I think you should say something about 
that reduction in a general way in June 1938, it was not 
the only reduction in June, I mean it was not the only 
reduction in 19388? 

No, there was a reduction on January Sth, 1938. 


In refined products? 


Yes. 


© > © & 


Yes, there would be a reduction in the tank waggon when 
the price of crude went down? 


Yes. 


Then you say there was a reduction in June of 1938? 


On June 21st, 1928 I believe it was. 


oOo & £ & 


Then was there not another reduction on September 8th, 

1938 because Exhibit "257" is the posted price list on re- 

fined products effective September 8th, 1958? 

A Well there may have been but this was a general reduction 
I spoke of, maybe that was just some local reduction. This 
is a general reduction and our accounting people attempted 
to estimate how much money was involved, that is had the 
reduction been in effect the full year, what effect it 
would have had on our profits. It was just to demonstrate 
that. 

Q Well iir. McGrath, was this statement, Exhibit 6 of Exhibit 
"280" prepared to assist you in your spread statement? 

A Yes it was and it is to demonstrate what I am trying to draw 

to your attention, what effect this reduction in price would 


have had on our products had it been in force the full year 
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and also what effect the depreciated inventory would have 
on our profit; in other words I an trying to give you er 
trying to show the picture as of today if these things 

had not occurred or had. 

Yes, but I am trying te put it to you, there is a real 
value, ir it, is there not? 

Yes, that is right, when we deal with spread this will come 
into the picture. 

If it were not for that you would not simply show the Com- 
mission what the effect of this reduction was in your profit, 
just so the Commission would know and they would feel sorry 
for you? 

No. 

It has a real purpose in the spread statement which is to 


follow? 

Yese 

So as to interpret last year's conditions in the light of 
this year's prices? 


Yes, that is right. 


Now just perhaps will you say a word of explanation about it? 
If you will refer te Schodule 6, Exhibit "280" under the head- 


ing “less amount of reduction". 


Perhaps to just say one word, it is because the Commission's 
task is to interest itself in the spread today? 

That is right. 

And the price ef gasoline today? 

Today, that is right. 

But we have not got today? 


Ne. 
We have to content ourselves with the 1928 coste? 


Yese 


Ley 
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I want to make this as valuable to the Commision as pos- 
pibl e? 

That Ls correct. 

So we endeavour to bring them up to today's? 

That isc right. 

Bring thom up to today's date and so that is why we used to~ 
day's tank waggon prices, today's refined prices? 

This is to arrive at that, yes; well undér the hoading "less 
amount of reduction" it shows the amount of money that our 
income would have been reduced had the price of June 2lst 
been in effect since January lst, 1938; in other words it 
was to correct, we have the 1938 prices, being an average of 
a high price the first six months and a lower price the last 
Bix months and it was to average those; now these figures 
here correct it to the basisof prices in effect the latter 
half of 19388. 

As if they had been in effect the whole of the year? 

Yes. 

And your revenue on marketing gasoline, market ing gasoline, 
that is what you marketed yourself? 

Yese 


Would have been down? 
97,664.36, and our jobbers ¢:77,081.12 and our market ing 


kerosone $5,174.39 and our jobbers kerosene $1,574.25. 

Yes? 

And our marketing distillate »4,968.43 and our jobbers dis- 
tillate $3,223.81; or our total reduction of $189,456.36. 


Mr. MeGrath, what are these prices per gallon after adjust~ 


ment figure? 
Ley us deal with the price par gallon just to the left-hand. 


Yes, usder 1958 sales? 
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A Yes. 

Q The price per gallon of marketing gasoline 18.68 cents 
per Imperial Gallon, 

That is taken from page TOLL anhenate ie 


A 

Q Yes, that was. 

A The average selling price for the year. 

Q The gross return? 

A That is right for the year. 

Q The gross returns for the year? 

A That is right. 

Q Average from all divisions? 

A Yes. 

Q If you get something more at Edmonton and vestlock than 
you get at fateary? 

A Tet is right. 

@ And that is the average? 

A Yes. 

Q And after adjustment that figure of 18.68 cents per gallon 


became 18.64? 
A Yes, that is right, 18.24, that is the cents per gallon 
after allowing for the price change; in other words, the 


18.68 cents per gallon. 


One-third of a cent per gallon the reduction was set? 


ct 2 & © 


Over the year's business. 
On marketing gasoline? 
That is right. 
Q Ana then we come to the other one, about 4/l0ths of a cont 


per gallon was the effect of the reduction over the year on 


the jobbing gasoline? 


A Yes, over the year, but the reduction was correct, lct me 
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put it this way, 18.68 cents per gallon in the first 
column, that is the average we received in 1938 which 
consists of the first six months at say 19.68 and the 

last six months at 17.68 and it is really an average 

of that. Well then there was a price reduction went in 

in June and we wanted to show what the 1938 picture is 

on today's basis of price. 

Yes? 

And then we put in the effect of this price reduction on 
the first six months' business. 

This Schedule 6 indicates pretty clearly, showing all of 
your white goods on the one page, it indicates pretty 
well where the bulk of your business is, it is in gasoline? 
Oh yes, yes, no question about that. 

48 distinguished from kerosene, which you told us was coal 
O11, illuminating oil? 

That is right. 

And distillate, that is what you might call a fourth 
structure motor fuel? 


That is tractor fuel. 

But as you said to Commissioner Lipsett this morning, when 
we were speaking of gasoline, that some third structure 
gasoline is used partly in cars and partly in farm equip- 
ment ? 

That is correct. 

Well then Schedule 7--- 
MAJOR LIPSETT: Before you pass from that, 
for a minute, hir- licGrath, if you are translating 1968 into 
1939 on these price reductions, would you not have to con- 


sider in the same way the reduction in your cost of trans- 


portation in the pipeline? 
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A This is 1938, sir. we have not dealt with any reduction 
in the price alone whatever. 

& No, but you are bringing the 1928 figure now into De Hele 
are you not? 

A On the same basis for 1939, the same basis of the Belling 
price, that is correct. 

Q This Schedule 6, does not it show the effect on your 1939 
figures now of the reduction by using this reduction on what 
would have occurred all through 1938? 

A It shows the effect on the 1928 sales, sir, and it gives 


you the adjusted price to the right on today's basis, to- 


day's selling price. 


Q Yes, that is relating 1938 to 1939? 

A hat is right. | 

Q And showing your profits so much less* 

i That i8 right. 

Q Now would not your profit in the same way, translating 1938 
into 19239, have to be increased by whatever reduction you 
get in the transportation of your crude oil through the 
pipeline? 

A Oh yes, ves, whatever is decided to do about that transpnr- 
tation; we have not taken that into account. 

Q Ghat is not taken into account hore?’ 


A No sir. 


Q WR. FRAWLEY: Well then we will pass to 


Schedulé 7 -then? 

Yes, statement 7, Exhibit "280" shows the depreciation in 

inventory;on January Sth there wes a4 reduction. 

Q THS CHAIRMAN: Just before you do that, 
would you mind telling me in language that I cannot misunder- 


stand, take the Schedule 6 of Exhibit "280", 18.54 cents? 
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Yes. 

Just what does that figure signify, Lr. MeGrath, that 

one item there, I see that "price per gallon after 
‘'adjustoent"? 

Yes. 

What do you mean by "price per gallon after adjustment"? 
That is the selling price after adjustment. May we 

go back to this 18.68, Sir, here, that is the average 
for ISS. 

Average what now? 

Average receipts for gasoline, that is the average price 
per gallon received for gasoline. 

That is the average price received for gasoline? 

Yes. 

Yes? 

And during 1938 there was a change in price, the first 

six months was at a higher price and the last six months 
was at a lower price but the average is 18.08. Now we are 
trying to correct for that first six months in which there 
was a higher average price, the higher price, so had the 
reduction in selling price been in effect since the first 
of the year instead of being in effect in June, the price 
would have been 18.¢4 cents per gasoline. 

A8 the selling price throughout the year? 

Yes. 

Had that reduction gone into effect as at the first of the 
year? 

Yes. 

I think I understand that, all right? 

Schedule 7, Exhibit "280", deals with depreciation in 
inventory; on January Sth, 1928, the price of crude was 


reduced as I remember 22 cents per barrel; at that time 
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we had certain stocks on hand, crude oil and finished 
products, valued on the basis of the higher Dri'cevoL 
crude oil. Now had those stocks been incroased or been 
priced at the lower price of crude oil then our profits 
would have been increased 157, 51.66; in other words 
in our operations we had to absorb as a depreciation loss 
yl57,515-66 and had that not occurred our profits would 
have been increased that much more. Is that clear, Sir? 
w@ had stock on hand and the price of crude reduced so 
therefore these stocks were worth less to us so we took 

a loss on inventories. 

what IT am not clear of is, I ean understand with respect 
to stocks on hand if you bought somewhere else, you know 
exactly what they cost. you? 

Yes. 

And they go into the inventory at that price? 

Yes. 

But with regard to stocks on hand which you made your- 
self, they are put into the inventory at what they cost 
you? 

Yes,what the gasoline costs ané what the ditillates cost 
and so on and those costs were based on the price of crude 
22 centss higher than what was in effect then. 

What I am thinking about, supposing the Commission Accountant 
wants to examine into costs and he is concerned with the 
year 1938, and which he afterwards works out so as to 
Merlect the situation in 19397 

Yes. 

If he wants to check, has he not also got to go back to 


see how you arrive at your costs in 1957 in respect of those 
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parts of your opening inventory that you made yourself? 

A That is right, that is right, yes. Now I am saying that 
the opening inventories were at a higher value. 

Q, Yes, palloright? 

A Now the next is a summary of the income and expenses for 
the Calgary refinery territory; this statement is a 
summary of all the preceeding statements which we heave 
submitted; in other words Schedules from 1 to 6 are the 
details included in this summary. 

Q Mk. FRAWLEY: You are not going on with 
anything more today, hir.s McGrath, are you, because I 
think you had better let us have, I have had these of 
course and I have no objection as to that, but I certainly 
think you cannot go on with anything more with profit today, 
these things are very difficult to understand, you have to 
give them careful consideration, you understand them but 
ative ditivteult for the ordinary layman like myself ..... 
THE CHAIRIIAN: AS might be said by the 
younger generation "Are you telling us?", well you think, 
Mr. Frawley, that perhaps it had better ve the subject of 
further discussion between yourself, tire Cottle and 
lire McGrath. 

MR. FRAWLGY: As I understand it we are 
just through now with this Exhibit, this is just a summary 
of the other statements but even at that you have to follow 
it very carefully to relate it to the statements and when 
we are finished with this I understood ur. hicGrath was 
going on with the spread srebenen ies. 

A I have the province of Alberta, is the next thing to cover, 


that is lixhibit "c8l". 
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THE CHA IRVAN; But do I understand, 

Lire Frawley, you want time to Giscuss this with 

lire Gottle or mr. Cottle with hir. MeGrath, ee 

you go into this summary, after all this is the 

result, as I understand it, of all that lir. HNeGrath 

has been discussing today. 

WITNESS 3 That is correct. 

THi CHATIOAN: And before examining 

him you want to be quite clear that you understand 
them, and do you want time for that purpose? 

Mine FRAWLEY: Yes IT would« hire Cottle 
does not need it of or eee he understands these things 
very quickly but it is not the same with me. 

THE CHALTHKMAN : dell we will rise now 
then, Mr. Frawley. I think it is far better that you 
should take time than to pursue your examination without 


a full understanding of it. All right. 


( The investigation was here adjourned to 


bé resumed at 10.20 A. hh. June oth) 1929.) 
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(GXAVINATION OF JAS McGRATH CONTINUED BY lik. FRAWLEY) 


Q Mr. hieGrath, yesterday we had got down to the last page 
of Exhibit "280", the Calgary Refinery Income and Expense 
Statement for 1938? 

A Y6B. 

Q And Rod you procesd now to tell us about this last sheet? 

A Yes, the last sheet in xuxhibit "280" of Income and Expense, 
Calgary Refinery, summarizes all the previous schedules 
which are included in this Lxhibit and dealing with 1938 
the total sales of products was 72,121,977 gallons; the 
gross income for those gallons was u%9,4608,372.81 or 13.13 
cents per gallon; that is the income for all products; the 
freight was $1,828,393.59 or 2.54 cents per gallon; the 
Bales tax was $424,345.82 or .59 cents per gallon. The 
packages wereoe-~ 

Q Pee neeeth if I might interrupt you, it) might help if 

you went back each time perhaps, it would only take a minute, 

to the schedules in the Hxhibit, now take the first item, the 

imperial gallons sold, the Commissioners will find that where? 

The 72 million is shown on Schedule 1 (B). 


And the 1937 figures are purely there for comparison purposes? 


Yes. 


G&G > fH & 


Let us understand now, before we begin now again to read the 
last sheet in Exhibit "280", you are .iaking some changes 
which the Commissioners will want to follow, what are they 
Mire meGrath? 

A On the Left-hand side is shown the schedule number, the last 


two, 5 and 4 are changed there to 6 and 7, that was a change 


made yosterday. 


Q Yes, 6 and 7? 
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A That ig right. 
Q@ <All right. 


THE CHAIRMAN: dhat became of 5? 


A Five is not shown on the summary. 

MR. NOLAN: It was a statistical page. 
A Yes. 
Q MR. FRAWLEY; Will you begin now and keep 


that in mind and refer back to show us on what sheet we 
will find the figures that appear on the last sheet? 

A Yes, on the last sheet, the gallons sold of all products 
was 72,131,977, that will be found on Schedule 1, Sheet B; 
the gross insome for all the products sold was $9,468,372.81, 
or 15.15 cents per gallon and that is also found on Schedule 
1, Sheet B. 

Q And you have not, it might be a good place to mark on the 


copy the per gallon, it is now 14.138? 


A Yes. 
THE CHALRii AN: what is your last move? 
MR. FRAWLEY: On Schedule 1, Sheet D you 
have that. 
THE CHAIRMAN: : Yes. 
MR. FRAWLEY: Gross gallons and gross value 


and there has been no extension per gallon but Mr. McGrath 
did extend it on the last sheet of this Exhibit and it 
simply occurred to me it might be a good place to put in the 
extension per gallon, 13.1% on Schedule l, (D) 
THE CHAIRMAN: Yes. 

Q wR. FRAWLEY : Then? 
The freight paid on all the products was G1 BES OIG6bo 02" 
2.54 cents per gallon and that will be found on Schedule l, 


Sneet (D). 
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Q The same sheet? 

A Yes. The sales tax paid was y424,545.82, or «59 per 
gallon, and that will also be found on Schedule 1, Sheet 
(Die 

Q Yes? 

A The packages $17,419.35, or .02 per gallon, that will also 
be found on Schedule 1, Sheet (Dp). 

Q TH CHAIRMAN: Do you mind pausing there, iir. 
McGrath, I just want to be clear on what you have said about 
packages, as I understand it; it is not the drums or the 
receptacles themselves? 

A The returnable drums, no sir, that does not include the cost 


of the returnable drums. 


Q It is then what? 

Jb The filling cost. 

Q The operation? 

A Yea. The next item is marketing costs %1,;179,967.79, or 1.64 
cents per géllon. That will be found on Schedule 2. 

Q Schedule 2, which is just one page? 


A Yes. Manufacturing costs ¢935,506.59 or 1.29 per gallon, 
that will be found on Schedule od. 


which is also a one sheet schedule? 


Gq 

A Yes. 

Q Yes? 

A The cost of crude and other materials is 44,222,920.99 or 5.86 
cents per gallon and that will be found on Schedule 4, Sheet 
(C). 

Q Now Mr. MoGrath, I think this is a good time to interrupt you 


with something I have in mind, if you will go now to Schedule 
4, because the item you have just told us about is the re- 


sulting figure worked out by Schedule 4? 


A That is right. 
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Now we had a lot of difficulty about that yesterday and if 
I may say so, without the slightest offence, it is perhaps 
you boiled it down so much in your title; the cost of crude 
and other material? 

Yes. 

Now I want to invite you to listen to the definition, that 


is Schedule 4 I am now talking about? 


Yes. 

(a)---- 

THE CHAIRMAN: You do not want to finish 
this? 

Mine FRAWLEY: There ia only a word, I am dis- 


cussing the item that iur-e MicGrath has just finished with, the 
cost of crude, on the last sheet. However, there are just a 
few items and you had perhaps better finish it and them we 
will come back, Mr. teGrath? 

All right. Income Tax §1845,185.83, or .25 cents per gallon; 
net profit $676,575.35. 

THE CHATRMAN: Now is that Income Tax referred 
to anywhere? 

Ho sir, it is not. 


All right. 
The nét profit is $676,575.55 or .94 cents per gallon, that 


ig .94, less than a cent. Now I have shown, do you want me 


to complete this. 

MR. FRAWIEY: Yes, please? 

I have shown as a memorandum figuresat the bottom the effect 
of the price adjustment on June OLB, te, thet 26 
147,775.96 and I have also shown as 4 memorandum, the de- 
preciation in inventories as at January Oth, 1938 of 
$157,513.66. after those adjustments there would be a 


profit of §686,513.05. Those are just memorandums, those 
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last two figures. 

THE CHAIRMAN: That would bring your per 
gallon to what? 

Well I have not altered that; these ate just memorandum 
figures, at the bottom, to show the effect of these. 

MR. FRAWLEY: It looks as though the effect 
of the price adjustment was only about 10,000? 

About that. 

676 thousand is your net profit? 

No, the price adjustment, iir. Frawley, was $147,775.96. 
Yes, but then does not the one figure-—-- 

And then there is the depreciation in inventories of 
S207.,013.66. 

Yes, and all I mean is in the results you are out ¢10,000? 
Yes, that is right. 

Which would be in cents per gallon? 

ApproxinatelLy---- 

About the same, about .94 cents per gallon? 

That is about right. 

That is perhaps worth while for the Commission to note, that 
the ¢10,000 is so small in the total gallonege that it will 


not change the per Imperial Gallon figure to any appreciable 


extent? 


That is right. 


WR. FRAWLEY: You see to what I am referring, 


sir? 

THE CHAIRMAN: Oh yes. 

TH CHAIRMAN: That shows something less 
than a cent per gallon of income over expenditures, is that 
right, ire MeGrath? 

Yes, profit, something less than a cent a gallon profit. 
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Yes, profit? 

Yes. 

Now is that, have you taken into account ee ee depre- 
ciation? 

mee, depreciation is taken in both on mnerketing and manu- 
facturing expenses. 

I see, there is no other change which should gO against that? 
No, these are the book figures of the company. 

50 that taking everything into account which an accountant 
should? | 

Yes. 

these figures will serve to show that .94, or something less 
than a cent per gallon, is the net profit of ao company in 
its operations? 

That is right, sir. 

And may I ask, it is labelled "Calgary itefinery", that is 
covering the whole of the area covered by the Calgary ke- 
finery? | 

That is right. 


Whether in Alberta, Saskatchewan or British Columbia? 


That is right, sir. 


THE CHALKuiAé N: All right, thank you ir. 
McGrath. 
Meke FRAWLBY: find the Commissioners will un- 


deratand that your business for instance in greases and lub- 


ricating oils is not shown at all? 


No, that is not included, that comes under the Province of 


Alberta when we deel with that. 


Now just to stop there---~ 


THE CHAIRWAN: what is not included? 


The lubricating oils and greases which are Shipped into the 
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Province. 

Q w“iite FRAWLEY: Well for instance the buse 
iness in lubs, greases, wax? 

A Wax, candles and vacuum products which we sells 

Q That is, now by vacuum products you mean lubricating oils 


you purchase from the Vacuum Oil Company? 


A That is right. 

Q And also what you call "iiscellaneous ierchandige", tirese--+ 

A Tubes and-~-~ 

Q And all that sort of thing, batteries? 

A Yes. 

Q Which you merchandise in the Province but without any regard 
to the Calgary Refincgey? 

A That is correct. 


Q And with respect to which you do not attempt to show any net-— 
back to the Calgary Refinery? 

A That is correct. 

Q Now in that connection--- 
THE CHAIRMAN: Well let me understand it, ib 
the selling of these things last mentioned done by the 
Calgary iiefinery? 

A No sir. 
MRe FRAWLEY: No, the Calgary Refinery and 
the Calgary Refinery area has nothing to do with that. The 
next statement Exhibit "281" the Province of Alberta State- 
ment, that is the statement which deals with these matters? 

A As well as the Calgary: 

Q Yes, now let me Bak a question about aviation gasoline, be- 
cause I confess it confuses me a great deal, what you did 
with that, perhaps you do not know but perhaps some of 


these men oan tell you, you buy aviation gasoline as such 
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imported from California? 


v) I believe we do buy somo and we manufacture some, ir. 
Frawley. 
Q Now with respect to what is Shipped in from the Coast, to 


Bimplify it? 


A Yes. 

Q I understand that is bought? 

A No, that is manufactured. 

Q, That is made at Ioca, is it? 

A Yes, we manufacture it there. 

Q Let us take it, it is made at Ioca and shipped in here? 

A Yes. 

Q It goes direct to idmonton where there is a large sale of 
aviation gasoline? 

A That is correct. 


Q Shipped by car to Hdmonton from Ioca, B. C~? 

é That is right. 

Q Calgary Refinery has nothing to do with it, never sees it nor 
anything like that, it has nothing to do with that? 

£ That is right. 

Q, But still for your accounting purposes you relate that in 
some way to the Calgary nefinery and thet is what bothers me, 
will you explain what you do and why you do it and in what 
statement it appears? 


A No, if it is produced at Ioca, that would not be on the 


Calgary statements. 


Q, It would not be on the Calgary Refinery statement? 


A No, it would not. 

% Then let us depart from what you siake at doca, there is 
certain aviation gasoline You buy outright? 

A Yes. 


Q And ship in? 
Yes, I am not certain about that but we will assume that for 
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Q 


) 


the moment. 

Apsuming that is the Gase, look at Schedule 4 (B), per~ 
haps we can get at it that way, Schedule 4, Sheet (B)? 
Yes. | . 

There is gasoline there under the heading of "Marketing 
Department Purchases"? 

Yes. 

64,586 gallons of gasoline at (22,241.55? 

That is right. 

From the amount there that would look to be aviation 
gasoline in large part? 

No- well I think the North West Territories takes up the 
most of it, Mr. Frawley, the sales in the North Jest Ter- 
ritories that I spoke about yesterday. 

Ordinary gasoline in the North West Territories? 

~Z°do not know what Kind of gasoline it is but it is sold 
in the North West Territories. I inquired about that and 
the reason it is taken through the wdmonton office is for 
accounting reasons; that is the accounting for that ter- 
ritory is done through Edmonton. 

Let us just assume a case, if we cannot find an actual one, 
Mr. Cottle said he had seen somewhere in the record that 
you bought aviation gasoline? 

There may be some of that, 2 do not know. 

You bought aviation gasoline somewhere, in California or else- 
where? 

Yes. 

And it is sold in Alberta? 

Yes. 


I am told that it does appear in this Calgary Kefinery state- 


ment? 
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Q 


2B) 


A 


fos, that is so. 

Yes; now why? 

VWell+s-+ 

I woulé think it would have no more to do with the Calgary 
Refineries than the tires? 

It is sold in the Calgary iefinery erea and it is all in- 
corporated in there, there is a small, probably these small 
purchases should not be in the Calgary Refinery but for ace 
counting purposes they have them in the Calgary Refinery. 

At first tlush there would not seem to be any reason, I can 
understand why it should be in Exhibit "281", in the Alberta 
marketing area? 

Yes, it would be in there too. 

But why should it be in here? 

Well I think in writing up the stocks and inventories and so 
On and checking them all back, that is the reason for it. 
Yes I understand, the marketing department has certain in- 
dustries where this would appear? 

Yes, it is put in the sales and tuken out as purchases, other 
purchases, Mr. Frawley. ‘shen you get back to Calgary it 
really does not influence the Calgary. 

No, you should not net it back, if this is the time to net 
buy in Ualifornia back, that should 


the aviation gasoline you 


not be netted back to the talgary iefinery under any reason- 


ing? 

No, it is taken out, it is put in the sales and then it is 
deducted out again in the purchases. 

Yos, I know- Now Perhaps I had better stop right there and 
give you what I worked out as a much more sensible, if I may 


say so, definition of what Schedule 4 is? 


All right. 
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Q I invite you to listen to this, it may sound awful to 
you but it seems to have everything in it? 

A Yes. 

Q Now this is what I think Schedule 4 is, it is the state- 
ment Which shows==+-~ 
THE CHATRMAN: Statehnent 4? 
MRt FRAWLEY: Schedule 4, and the defini- 
tion of it as we have it at the top is "Cost of Crude Oil 


and other liaterial". 


(Go to number 8432) 


Oe: heated 
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0 Now you remember how I was bothered yesterday to know 
why you were adding the crude oil and the finished 
Peeeiine tosether? 

A Wes, in dollars, 
earver great labor last night I worked this out, I 
Suggest to you this is what Schedule "4" is. Now do 
not think I worked it out myself, Always remember 
Mr. Cottle helped me to work it out. Materials sort 
of all finished products sold in 1938 and manufactured 
at the Calgary Refinery but also including purchase 
cost of gasolines and other products purchased and sold 
in the Calgary refining area. Ido not mean purchased 
in the Calgary refining area but purchase@ and sold in 
the Calgary refining area as well also as the cost of 
finished products carried over from 1937 and sold in the 
said Calgary refining area in 1938 and less the cost of 
the finished products manufactured in 1938 at the Calgary 
refinery and left on hand at the 3lst of December 1938. 

A PhaGeis correct, 

Q It is really all of that is what you have endeavored to 
compress into that short title? 

A hac is correct, 

Q Because these things, they seem to be separate things and 
I wondered at the time why you put them all in? 

A They are all shown as separate here. 

Q Then it is compressed, highly compressed for convenience 
but it is really the cost, that is I do not mean the 


crude cost -- first of all it is a crude and all other 


materials cost? 


A Yes. 
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J. McGrath are 

Q Of what you made at Calgary in 19389 

A Yes, | 

Q Sold in Calgary in 1938, in the Calgary area in 1938? 

A Yes, 

Q Then it is the cost not only the materials cost but the 
value of the gasolines and other products that you bought 
outSide and sold in the Calgary a@ea in 1938? 

A ech is) right’. 

Q All right, that is the crude cost and the total cost? 

A That is correct. 

Q Then with respect to this province that also is the total 
cost figure? 

A Yes, 

2 The total cost of these finished products carried over 
from 193% less some figure for what you had left on 
hand at the end of 1938? 

A Yes that is what we had on hand, that is right. 

Q You work all that out and show, you put them all together 
and show that there is 74,509,505 gallons? 

A Yes, 

Q Shown on Schedule "4" Page © or a total cost of 
$4, 222,920.99? 

A That is right, 

Q And that is the figure you use later on? 

A That is the cost of sales. 

Q Ana we find that on the last sheet in this Exhibit? 

A That is right, 

Q I hope then that this has done as much for the Commission 


as it did for me, It clarified it for me in any svent. 


Now perhaps we should pass on to Exhibit ide 4 
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J. McGrath | ie 
MR. NOLAN; There is one point, 
Mr. McGrath has not quite completed his discussion of the 
last page of Exhibit "280", 

A I have shown for comparative purnoses the final accounting 


for the year 1937. I would like to run down these items 
and point out where there hevc been differences. The 
gallons sold in 1937 was 59,429,377 gallons as compared 
with 72,131,977 gallons in 1938 an increase of approxim- 
ately 13,000,000 gallons. The eross income for all 
products for the year 1937 was “9,144,430,.87 or 15.39 cents 
per gallon. This compares with ©9,468,372.81 or 13.13 cents 
per gallon, a decrease in the income per gallon of 2.26 cents 
Poryall. the products. The freight in 1937, was, “1,600,567 205 
or 2.69 cents per gallon. The freight in 1938 was $1,828,393.5: 
er 2,04 cents per gallon, a reduction of .15 cents. The 
Sales Tax in 1937 was $434,776.95 or .73 cents per gallon, 
as compared with $424,345.82 or .59 cents per gallon : for 
1958 or a reduction of .14 cents per gallon. Packages 
in 1937 $22,291.61 or .04 cents per gallon as compared with 
$17,419.35 or .02 cents per gallon for 1938, a reduction of 
,02 cents per gallon, Marketing Costs £1,189,719.03 in 
1937 or 2.0l' cents per gallon as compared with £1,179,967.79 
or 1.64 ae per gallon a reduction of .57 cents, 

2 The Marketing Costs stay up don't they? 

A The Marketing Costs remained about the same for the 
increased gallonage. In other words they have handled 
the increased gallonage for the same amount of money. 
That is the indication here. Manufacturing Costs for 1937 
were “1,176,642,33 or 1.98 cenis per gallon as compared 


with $935,566.59 or 1.29 cents per gallon in 19358, a reduction 
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of .69 cents. Now I might stop at that point. ‘ve have a 
reduction in the dollars spent for manufacturing with in- 
creased sales, the reason being that the British American 
Oil Company, through our processing agreement, took up a 
large part of our capacity in 1938 and therefore reduced 
our costs, Now that agreement as I said yesterday has 
tsrminated and what our cost will be for the next year we 
do not know. The cost of crude in 1937 was #4,675,521,71 
or 7.86 cents per gallon, The cost of crude in 1928 was 
$4.,222,920.99 or 5.86 cents per gallon a reduction of 

2 cents) per gailon.: Ab that point I would Like to call 
your attention to the reduction in the Gross Income of 
2.26 cents per gallon and the reduction in the cost oF 
erude of 2 cents, freight .15, sales tax ,14 and packages 
x02. That makes a total of 2,31 cents. 

Q MR. FRAWLEY / Well that is a very 
remarkable change there from one year to another is it 
not? 

A That’ is right; 

You make in i937, you have a Net Profit of thirty-four 
thousand dollars? 

A Yes, 

Q And in 1928 a Net Profit of °676,000,00? 

f. That is correct.’ I am just giving that comparison to 
indicate what volume means, that is an increase in volume. 
We had an increase of 13,000,000 gallons in our sales 
as well as a reduction in the refining cost due to the 
British American taking up more of our refining capacity. 

Q Yes. Now just what that British American contract did 
for your refinery is very clearly indicated in this 


statement is it not? 
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& Yes, for the year 1938. 
a Yes, for the year 1938% 
A” Veehe thatits Lees 

Q Now you have lost that? 
A 


Yes. It is terminated. 


Q Relations have been severed? 
A Yes. 
C Now without being facetious, if you could replace that 


Bef., contract with the same kind of one for the Texas 
Company, which seems to need one badly here - the volume 
is not as much ane it would not be reflected to the same 
extent in that saving you show here for the B.Aé., would 
it? 

Bb The volume would not be nearly as much. And on this 
statement here it indicates there has been, that is 
from this summary, there has been a tremendous increase 
in gellonage which has inereasec our profits. 

& Haves you ever had a change like thet before where you 
went from .06 cents per gallon net profit to .94 cents? 

4 I.can say this in 1928 it vas probably the best year 
we ever had in a @ood many years. ‘ve have been in the 
red for a good many years, and this is the best year ve 
have had. That is why we feel it is exceptional. 


1939 is about half over and it is a good year? 


> 


A “e cannot. tell. . You cannot tell. until the crop is 
harvested. 

Si But You can be hopeful’? 

A Yes, we can be hopeful. But this indicates that the 
reduction in crude has been passec along in the reduction 
in, selling, price. Crude has gone down ¢< cents and 


freight .15 cents and sales Tax .14 and packages .02. 
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That is a total of 2.61 cents as against 2.26 cents. 
& Mr. MeGrath, I did not know, I thought li. Cottle had 
this. %:111 you turn to Schedule 7? 
4 Is there any question about this? 
A No, nothing more on that. It is that same figure I 
am going to on Schedule 7, that same figure on the 
least page, Depreciation of Inventory? 
4 Is that statement perfectly clear, this last comparison 


I made there? Any questions qbout it? 

a At the moment as I see, I think perhaps it should be 
understood all that I am endeavouring to do now is to 
go over these statements with you so that they will be 
as clear as can be for the present? 

A Yes. 


But this will have to be understood, as further analyses 


SD 


are made and are considered by others than myself, it 
may be we will want to question you further about thems 
4 All right, \r.Frawley. 
q Sohedule 7 shows "Depreciation in Inventories" and it 
works out to »157,513.66: 


A Yes, that is right. 


q Now have you got the supporting material behind that? 
y:) Zam sorry, I have not. I can obtain it froa Sarnia. 
g Please get everything about it, so we can determine 


the factors which you use, in working it out. 

A Tes, aulerigniy . will sdo thet. 

@ If there is nothing else I would like to go on now 
with dxhibit?"261". Yes? 

4 Bxhibit "281" covers a statement of income and expense 
for the Province of Alberta during the y ar 1938. 


a Now it won't hurt just once more before you proceed with 
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this statement to call to the Commissioners' attention 
the distinction between these two statements. One vs 
for the Calgary Refinery and one for the Province of 
Alberta? 

A Mig is) pie ts 

i “ill you just say what those differences are? 

4 The Calgery Refinery statement that we have just finished, 
Exhibit "280", covered the entire territory served by 
the Calgery Refinery, whether in Seskatchewen or British 
Columbia or Alberts. It showed the income and expense 
and proftht: in that) erce. ,fxhibit "281" is the Income 
and Expense Gtatement for the Province of Alberta far 
the year 1938, and covers the profits in the Frovince 
Of Akberte proper.’ [Tt is made up of profit on the 
operation of the business from the Calsary xnefinery 
done; in the Province; profit on the lubricating oils 
shipped in from Sarnia and other purchases of lubricating 
oils shipped in and tires and tubes and...... 


Cendles and wax and everything you sold thet was sold in 


c=) 


the Province of Alberte, Marketing Division? 

4 That is right. 

C That which is the Province of Alberta: 

A The Province of Alberta, yes. 

Q THE CHAIR AR: And) all the aviation 
gasoline you were speaking about? 

A Yes, everything. 

6 Mi WR. TY: JUS vnilde we are oni that, 
have you a marketing division for the North ‘est 
Territories? 

& Tithink ithe Alberta! Division takes care of that. I 


do not know. You mean up in the Fort horman area’ 


P-1 
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dames lMcGra th. 
C Yes, the Great Bear country. 


v*) No, I think that is handled by the North test Company. 


Q Now we know the Provinee of Alberts .warketing Division 
to be the Province of Alberta‘ 

A Yes. 

% Plus the North ‘est Territories? 

A No, the North ‘est Territories is handled by the North 
West Company. 

Q Then there will be no confusion about it? 

A No. 

2 It is just the geographical limits of the Province of 
Alberta that is your Province of Alberta tarketing 
Division? 

A Yes. 

Q Of which Ir. Stevens is the menager? 

A Right. 


& All right, very well? 


G TH CHAIRMAT: “here does Mr. Stevens 
carry on his business* 


Bt ysemontonw oir. het As his head office. 


A 
C Now you have dealt with the Calgary sefinery’ 
A Yes. 

Q 


And its operation? 


A os, 
GQ Is it under the general control of Mr. Stevens? 
A No sir. The Calgary nefinery operations are under the 


control of Mr. McCloskey in Toronto. 


q Navel iN yaa ie Mr. ~oore being the 
superintendent? 
A Mr. ioore being the superintendent. 


Under the direct supervision of r. McCloskey* 
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dames MoGrath. Te 
& Yes. 
THE CHS ITRMAN: Yes. Then when we speak 


of Mr. Stevens being in charge, 
Mie NOLAN: Of the sales, Sir, for the 


Province of Alberta. 


THE CHAIRSAE: sales? 
Ma NOLAN: Marketing as we call it. 
Nive ittue dacs In other words, when we 


think of Mr. Stevens ve think of Mr. Halverson. He is 
Mr. Halverson's manager for the Province of Alberta. 
THs CHE IRMAN: Yes. Wow I take it generally 
I suppose there is generel control in Alberta. Does 
that lie in Mr. iicCloskey for all operations? 
Mi, NOLAN: No, I do not think there 
is any general control in Alberta. 
4 Noe There is the Sales...... 
Gi It all goes back to the Board of Directors in Toronto. 
That is where the control is for both branches,manufacturing 
and marketing, is that right? 
A That is right, Sir. 
Q THE CHAIRMAN: In Alberta we have ir. 


Stevens in the Sales end? 


A Yes. 
Q And Mr. ioore in the refining? 
4 Yes. 
Mite NCULAL And in Toronto we have Mr. 


McCloskey in the manufacturing or refining, and mr. 
Halverson in the marketing. 
THs CHAIRMAN: Yes, I see. Then who is 


over those two? 


Mr. LOLA: No one except the Board of 
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games McGrath. ~844) + 
Directors of the Company. 
MR. FRA LY: They are each directors, 
Mr. Halverson is a director of the Company and sc is 
Mr. icCloskey. 
TH! CHAIRMAN: And they will report to 
their own Board? 
Mi. NOLAN: | To the same Board, to the 
Hoard of the Company. 
TH CHAI” a: Yes, quite so. I am getting 
clear on thet for the moment. 

Q Then did you say something about 4 refinery in the Worth‘ 
NCSU Tip ed Hares GND Yes. 
THI CHse IRA: ‘ho is in charge of that? 
Mae FRANLIY: lr. Ronald McKinnon. You 


understand that is not Imperial Oil Limited. That is 
the North ‘:est Company that ovins and operates that refinery» 
Subject to what we heard vesterday, and I think we will 
have to be a little clearer on thet when Mr. Halvezson 
comes to the stand, the invoicing of the goods sold 
by that refinery in the North .est Territories is done 
from the Edmonton office? 
4 That is correct. 
THA GHAIRMSA i: It is @ separate operation 
carried on by a separate company? 
4 Yes. 
fe & subsidiary: 
PRE Lay + Yes. The same one we heard 
about earlier. 
TH. CHAIRMAN: That we heard of in con- 
nection with Dalhousie and so on‘ 
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James McGrath. -B8442- 
TH: CHAIRMAN: The only refinery which 
you have in Alberta is the Calgery refinery? 

A That is correct, sir. 

q Mas. FRSWLEY: The kaple Leaf refinery 
at Coutts is completely dismantled? 

A It is olosed down. It is not operating. 

a "e might clear this up. The waple Leaf Company has no 
separate control has it, in Alberta? “hat can you tell 
us about the taple Leaf Company? t might be as gooG a 
time as any to find it out? 

A Ss far as._the refinery is concerned at Coutts, that is 
under the Imperial Oil. It is not umier the Maple Leaf. 
But I believe the Maple Le:f Petroleums carries on a 
marketing business. 

4 And it is in charge of Mr. “:allace in Calgary, as 3 
understand, or in Jlbertsa as I understand: You do not 
know about that? 

4 No, Mr. Halverson will know about that. 

. It is purely marketing? 

A Yes. 

a And you in the refining cepartnent have no contact with 
the Maple Leaf Company at all? 

A MO6 

Q It is purely marketing? 

A Yes. 

Q Then I think ve Vaal have to ask iir. Halverson all about 
that. Do you know if the eccounts, the Profit and Loss 
Statement and Income and &xpense Statement of the Maple 
Leaf Company, that is all carried separately 1 presume? 

A Yes. 

Ce And are tsey to be submitted to the Commission do you know? 
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4 ‘ell, I do not knows That will be through the Maple 
Le@f would it not? 


Yes; but there is no separate accounting of the Maple 


a> 


Leaf as distinguished from the Imperial Oih Limited? 
4 Oh yes. AS I undexstand it the Maple Leaf marketing 


carry on their ovn accounting organization. 


aD 


And that is in Calgary or Toronto? 

A That is in Calgary, I believe, as far as I know. 

e Then we will explore that, because I think perhaps we 
should have something, but that is our worry and not 
yours at the moment. All right, Mr. licGrath. 

TH; CHAIRMAN: Since we heve opened the 
subject, may I ask, ang then we can pass on, What is 
this a subsidiary of in marketing the oil: Is it 
marketing the product of the Imperial’ 

A The Maple Leaf as I understand is a jobber, just like 
a jobber and they buy from us and resell. 

Me. FR LLY: That is right. 

q VR, COMMISSIONER LIPSST?: You mentioned, Mir. MeGreth, 
fhat the refinery at Coutts belongs to the Imperial and 
that it is e@losed down? 

4 Yes, thet is right. 

c Is there any writing off in these accounts befnre us at 
present? 

A No, that equipment is still standing. If we used any 
tanks down there we would write off some depreciation 
on them. If anything was being used, depreciation would 
be taken off. 

Q But there is no depreciation in the Coutts kefinery shown 

in Bxaibite ia80") or "28Ll"*s 


A No. 
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dames McGrath. 
MR. FRS' Liv: I think we had better 
settle this question. Mr. Meltabarger, the manager 
for Canada of the Texas Company is here, and has asked 
will he be allowed to question the witness. Certainly 
as Mr. Nolan points out he will if the Chairman accords 
him that privilege. Iam making no assumption at all. 
I said informally to Mr. Nolan that I thought he had 
the same privileze as the Lion Kefining Gompany for 
instance, but I leave that entirely to you. Perhaps 
we hed better settle thet now. I do not Know that Mr. 
Meltabarger wishes to ask the questions immediately. 
iP Wouldgwpreter to finish. But ve might settle that now, 
as to whether ir. ..eltabarger be accorded the privilege 
of questioning the witness on behalf of his company, 
engeged extensively in the marketing of petroleum 
products in this Province. 
THe CHAIRMAN: We will hear what Counsel 
have to say, and sive a decision about it. Have you 
anything to say*t 
hem OLA IN: : Ltiwis really none of my 
affair, but I understood at one stage Mir. Macleod 
appeared here for the Texas Company. Perhaps he is no 
longer appearing. 
Me. FRAWLIUY: “e have the client coming 
@lone, that is all. 
bh.) NOLAN: Allomient. 
THi CHA TIRMAN: ‘le are of the opinion 
that since we are holding a public Inguiry that anyone 
who desires to ask relevant questions with a view to 
assisting us with our work in coming to @ right conelusion 


will be allowed the privilege of asking these questions, 
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Jems McGrath. 


no matter who he may be and whether he be leyman or 
lawyer matters not. 

MR. FRSA :LEY: Very well. Now unless 
it should be that Sr. Meltabarger wishes to question 
on the exhibit we have just left, that is the Income 
and Expense Statement of the Calgary Refinery, unless 
it has to do with that, because we have passed from 
that, and I would prefer to go on with the Staterent, 
Exhibit "281",which is the Income and Expense statement 
af the Province of Alberta. Oh, I understand i+ has 


Something to do with the refining oDerations. 


MRe MELPABARGER: Yes. 

MR. FRL\LSY: All right, ask your guestions. 
THE CHAIRMAN: What is your full name’ 

MR. MELTA BARGER: C. D. keltabarger. 

THE CHAIRMAN: And "C" stanas for what? 

MR. MELTABARGER: Cecil. 

THH CHAIRMAN: Cecil D. Yeltabarger’ 


And your residence, Mr. Meltabarger? 


A Calgery. 213 - Superior Avenue, Calgery. 


THe CHAIRMAN: And your occupation’? 
Mme MOLTABA RGR: Maneger for the Texas 


Company of Canada Limited. 

THE CHAIRMAN: The Texas Company at 
Calgary or in Canada? 

Mr. MBELTABARGR: In Cenada. 

Q Mr. MeGrath. You quoted the sales volume 
of the Imperial Oil for 1937 as being some 50 odd million 
gallons? 

A The total sales volume was 72,000,000 gallons. 

MR. FRAWLEY: For 1937 59,000,000? 
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James McGrath. 


Yes, that is right, 

THe CHAIRMAN: While Mr. Meltabarger is 
cross-examining, Mr. Frawley, it might be convenient for 
you to put before him the statement sxhibit "280". If 
you would like to look at that before you start your 
cross~examination, you Gan. 

2. MELTE BARGIR: No, thénk you. 99,000,000 
gallons? 

Bia fOr Lose, 000, 000, that is. right. 

You show your income and expense items broken down there, 
and show that the Company made a profit of 94/100ths of 
a ,eont per paltlon in 19387 

That is right. 

As against 6/100ths of a cent in 19377 

Yes. 

As I understood Mr.Frawley's cross-examination, you 
attributed that additional profit largely to the fact 
that the British American Ccmpany took a large amount 

of gasoline from you in 1985 that they did not téeke in 
LOGY? 

No, it was the processing of crude for then. 

As I understood the cross-examination, your answer to 
the cross-examination was thet a large portion of 

this additional profit was due to the savings in the 
refining operstions as a result of the amount of gasoline 
that the British Americen Compary took; or the lower 
cost was due to the larger volume’ 

Nox The fact is for the British American Company we 
processed, we had a processing agreement with the 
British American Company and they processed more crude 


or we processed more crude for them in 1958 tian in 
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1937, and they absorbed a higher proportion of our 


cost. 


(Go to Page 8448). 
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Q That is right, Mr. Frawley stated that if the Texas 
Company took from you their requirements of gasoline 
in Alberta that it would make up, to some extent at 
least, or to a large extent, for the difference that 
you have lost now, that you have lost from the British 
American contract? 

A Well, if we had the processing arrangement it would. 

Now, the difference in processing here is about 88/100's 
of a ‘cent a gallon? 

A That is right. 

That is several times the actual cost of refining a 
Detreimrea valion of gasoline, is it not? 

A Yes: 
there is no saving by virtue of volume in sales tax, 
is there? 

A No, no. 

Q There is no saving by virtue of volume in crude oll, 
is there? 

A No. 

Q What I am trying, I am asking you now, the actual saving 
by virtue of the British American buying either 10 
mitiion or 15 million gallons of gasoline from you and | 
refining, processing it through your refinery in Calgary---- 

A Mr. Meltabarger,in that way, processing the crude for them. 
The actual result of that processing in a saving to the 
Imperial Oil refinery would be infinitesimal per gallon, 
you made a profit of 88/100's of a cent more in 1938 
than’ you dia in L9o7? 

A That is right, there are two things, wr. Meltabarger, 


that we must have clear; first of all, we had an increase 
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in our own gallonage, and we had an increase over and 
above that in the processing ae the British American 

in our refinery, over,;and above that, and I say those 
are factors in this increased profit. 

But it costs so much to refine a barrel of gasoline? 

A barrel of crude. 

A barrel of crude, so much to refine a barrel of crude? 
Yes. 

NOW ili youlwens. refining 5,000 barrels of crude’ per day, 
and by virtue of another arrangement you were refining 
7,000 barrels a day, or an addition of 2,000 barrels a 
day? 

Yes. 

TOUr OOstlOlVrelIning a: barrel of crude by disiripuiiug 
your Overhead and labour costs over that extra 2,000 
barrels per gallon of refinery cost would be, the saving 
in that cost would be infinitesimal, would it not? 

Oh, I would not say that, per gallon. 

What does it cost actually in the refinery to process 

Se Parrel yor, crude. ‘o1l 7 

42.72 cents, that is the average cost in 1938. 

And what was it in 1937? 

I have not got the cost per barrel in 1937, but I think 
it was around 60 cents per barrel. 

In other words, you saved about 20 cents a barrel? 

The cost was reduced about 20 cents a barrel. 

Part of which was attributable to the additional gallonage 
from the British American’ 
Yes. 


Or about half a cent per gallon? 
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McGrath. 


Well, now, Mr. Meltabarger, I see what you are getting 
at, let us deal with the dollars, let us deal with the 
dollars part of it, that is the thing; our manufacturing 
cost in 1937 was $1,176,642.33; in 1938, it was 
935,566.59, there is an indication right there. 

That is your refining cost? 

No, that is the Imperial's part of the manufacturing cost. 
That does not include the British american? 

NO. OL ye eOeS: not. 

How much did you save on that over 1937? | 

Well, the British American costs in, there was $286,000.00 
PP Loo wielemceiua per callon as a result of it is mos 
very great, on these statements. 

Tfuunderstand that, but the thing I am trying to bring out 
here is, that increased volume to the refinery, 

the cost of the increased volume to the refinery, the 
saving. as a result of it, is infinitesimal per gallon 
beyond a certain, point, for example, werhave 4 retinery 
at Sunburst, we are processing 5,000 barrels of crude 

oil per day, we increase that to 6,000 barrels per day 

and probably we will increase our costs by one-tenth 

OL a.cent per gallon? 

That is correct, yes. 

I gathered from wir. Frawley's cross-examination and the 
answers which were given to his questions, that the saving, 
that the difference in the profit of 6/100's of a cent 
per gallon and 94/100's cents per gallon was as a 

result of tm increased volume of the British american? 


No. 


Which would lead to the ultimate conclusion in his mind 
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MeGrath. 


that the amalgamation of refining and refining everything 
in one refinery, would decrease the cost of gasoline, 

the manufacture, to a point where there would be a very 
large saving? 

That is not so. Upto 4 certain point it 46) sbutatnen 
from there on you have to increase costs, that is correct. 
Mis is/’waat nappened in regard to 1948 as against 1937, 
it is actual, but you cannot foreeast anything on that. 
You do not know, because the next thousand barrels which 
you run might cost you more money, more equipment and 

such like that. 

If you ran 10,000 barrels per day instead of 5,000, all 
factors taken into consideration, the actual saving ix 
manufacturing costs would be nil? 

In dollars. 

iecenvenver garton. "in fractions of cents ‘per gallon? 

No, 1 believe you would have some reduction. 

Yes, but 10 would be very small? 

I don't know about that. You have your management and 
all that sort of thing, you would not increase that. 

Your overhead cost per barrel of crude would be very little? 
No, you would have a greater expense, but it would decrease 
your cost some. 

If you did it through the same facilities, yes? 

Yes it wyou nave to put in equipment----- 

Tonscoulgn?t do i> for the’ same’ 

No, you couldn't do it if you have to put in additional 
Boni ome nes You have the cost of the additional equipment 
and the additional cost of running it, that is right. 


THE CHalRMAN: Up ito a point where there 
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J. MoGrath. ae 
is practically the same staff and with the same machinery 
and with the same management and the same overhead 
generally, if you increase the gallonage it makes for 
less cost in the production? 

A Less cost per gallon. 

Q But when you pass that point and when you have to buy 
the necessary facilities and set up more in the same 
organization, then it would not decrease it? 


A Theat dstrigns: 


THE CHATRMAN: That is the point you are 
making? 

MR. MELTABARGER: That is right. 

THE CHATRMAN: Ferhaps not with this 


witness, but it may be of interest to know when that 

point is reached in this refinery. 

MR. FRAWLEY: Yes, and to compare that 

with the amount of crude which they woulc be required 

to run if they got a contract with the Texas Company 

as against the crude which they ran under their contract 
with the British American Company. You’ can tel us. 

ean you, I don't think it happens here, Mr. McGrath, 

but you can tell us what in cents per gallon that saving 

amounted to, the saving in your own cost, by having 

that extra volume from the British american last year. 

A The requction in cost per gallon is due to the increase 
in our own business and increase in the British american 
processing. 

Q Together? 


Yes, the combination. 
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Yes, it is the combination? 
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Yes. 

And I wonder if you can tell us how much you saved 

due alone to the fact’ that you had the increased volume 
of processing from the B. A.? 

No. 

It would not be impossible to work it out, would it? 
It would be purely anestimate, ir. Frawley, and I du 
not like to give estimates. 

Peay tt ys more unan halt a-cent, itis 2.69 Of arcent 
due to this combination you spoke of, as appears from 
the last sheet in Exhibit "280"? 

That is the combination of the increase in our own 
business----- 

Yes? 

Tins’ ther inerease run for the British) anerican. 

Yes? 

That is correct. 

Now, then, just taking up lf. Meltabarger's problem 

if, we gave you Mr. Meltabarger's gallonage for 19388, 
and you substituted Mr. Meltabarger's, just to work out 
his problem, assuming you had lfr. Meltabarger's business 
instead of the B..A.'s business in 1938? 

Yes. 

You could tell us very easily? 

No, you cannot. I would have to sit down with .-r. 
Meltabarger and find out exactly what he wanted. 

That is something else? 

Yes. 

I am assuming the same cost? 


I don't think you can assume anything with one company, 
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J. MeGrath. 


that would apply to another. 

No, perhaps you cannot, we then get into this question of 
the danger of assumptions, as the Chairman said to you 

a few moments ago if you had to buy a lot of new machinery 
to make Mr. Meltabarger's gasoline, that is guite a 
different matter? 

Yes. 

But if you didn't have to buy any new machinery to make 
Mr. Meltabarger’s gasoline any more than you had already 
built, you did not have to build any special machinery 

to make the British american? 

No, we had enough capacity, but now it means building. 
You are building a nice new plant down there, are you not? 
Yes, 

Which is, I suppose, prepared to take up some extra 
capacity? 

I presume it is. 

I would think so. 

You cannot expect me, mr. Frawley, to make an estimate. 
No, and I do not want a very exact answer about it at all, 
I just want to know whether you lost business? 

Lost business? 

MR. NOLAN: Mr. Meltabarger would have 
something to say about that. 

THE CHAIRMAN: Yes. 

MR. FRAUBY: I wonder if I understand. 


We are talking about the saving that there was in the 


B. A., now, it is »2ure conjecture, and I would like to 
know whether or not, taking on the crude which would be 


required to supply the Texas Company's requirements would 
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MeGrath. 
mean that this company would lose money or not, surely 
we can have some approximation of an answer from the 
witness about that, would he lose mongy; Mr. Meltabarger 
may not have the slightest intention in the world of 
giving him a contract and we aro merely speculating as 
to what it might do in these costs? 
Mr. Meltabarger asked us if we wanted to make a profit, 
certainly we do not want to lose money. 
That is right. 


THE CHATRMAN: He has completely answered 
your question so far as your purpose goes. Leaving out 
Mr. Meltabarger, and so far as we are not concerned with 
negotiating contracts----- 

MR. FRAWLSY: Anybody. 

THE CHAIR?"AN: But he has pointed out that 
the volume they handle for aie where they do not need 
extra machinery, has resulted in a profit, and it follows 
as night does the day, that if someone else in a similar 
position gave them business it would save them, even as 


the B. Aa. saved them. 


MR.» BRAWLEY s Surely. 

WITNESS : Under the same circumstances. 
THE CHaIRMAN : Yes. 

MR. ME LTABARGER: Mr. Frawley, you said a 


moment ago a saving of about half a cent a gallon. 

MR. FRAWLEY: L.say, L.was, reading strom 
the last page of Exhibit "280", the decrease in 
manufacturing costs per gallon, 1938 as against 1937 
was .69 of a cent, due to those things which Mr. McGrath 


told us about. 
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J. McGrath. A aia 

MR. MELTABLARGER: No. 

MR. FRAVLEY: Vell, ask him again about it, 
that is certainly what it means to me. 

MR. MELTABARGER : Well, if his costs, as 

he stated, in 1938, were 52/100's of a cent per gallon, 

52 cents per barrel------ 


A 42 cents. 


MR. FRAWLEY: 42.72 cents per barrel. 
MR. MELTABARGSR: nd. 1ny1957 | wase63ae 

A poll, i Nevermot got that. 
TH CHAIRMAN: The witness said that he 


thought probably around 60, was it not, Mr. MeGrath? 

A Yes, I think it was around that. 
MR... MELMABsRODE: If that wag true. the 
Saving was only apout. 10 or 12 cents a. barrel, iwhien 
would not be anything like 69/100's of a cent per gallon, 
4o CCnts es against 60, that would be 18 cents a barrel, 
well,that isa barrel of 35 gallons, would be approximately 
one-half a cent per gallon on the volume of crude oil run 
and not on the gallons of gasoline made? 

A This is not gasoline made, this is the total products sold, 
hir. Meltabarger. 

0, MAJOR LIPSETT: Mr. MeGrath, in the summary 
of “xhibit "280", showing income and expense statement 
of the Calgary refinery, does that not take in the 
British american manufacturing at all? 

A No, Sir, it deducts out the British American manufacturing 
on Schedule 3, Sir, of that (1,219,984.83, the British 
American was $286,898.23, and that was deducted from our 


total. 


2 Os i Vibe rail : BR or at whe bs 
i “ : . ; ee a 
Or i 


nae saben’ oat pane ; 


‘ 
j 
e e L 
~ % = 5 
i) 
rs 
x ee i é r eiseantt - 
4 
A Dk vaAS 
=| } 
7 4 4 “ 7 Wee wht au 
= 7 ~N * - 
TA . 
Me . 
' ; tue iene 
f { h ti \ 
h : : a ie a i viet ThNe 
5 ‘bs Q wes roa 5 on ae see eres 1 aps 
; ce le f uae ees oy dag, ne = at 
ames Tie Pirie Sd Masia, Ad re. tt; ee) Pee a my , a hd an be a 
% *e j “ § : % : yar 
‘ ( ig eet oh 
W ar ee 5 
ane 4 q fe 
i 
ei “ yw ob ‘ CAR nigh’ he 
* nal a3 i DES WF 
CNS a At ay" Sa aah) yb % BY i 
ee a < , - : % ~ Oe hae a aay 3 mi isi 
% Like ha dy 7h eee ‘ aaa ie Di siye ’ ras ie bere = Pah sad by rut: YT Vite, 
§ ‘ z ae P 
i ‘ > ’ Vine) ' eOnely, ihe 
= 7 


iP ne a 


P ‘ St eNeta p . f oe” it 8) -f Sue ie ‘ae sae us Ive fal S naioa 


Pigsonle pu AES wIET hye sz PAT. ey Tena ve 
¥ Party eS rehn ar hee ous - a) Pil Tr hs Mt ete teen ae 2 
7 
. : 
t rapa x fi 
‘See ” ot bi Si ® — rm] 
A) ht Be SOR RES: ste 
, i* f a Vth i 
'f iui Nona aineeuk i 
#% LF J 
| - y F mo te ae 
“F ; if 
af * .. 
: aT ' 


“4 ne 


os me 4 i 


bh, Mine 4, 


+ od i eit 
ww te > i de +6 40) y 
lo \, koma et 
ANS tee RO a 
, DM 


“0 
10 


J. 


#2 


fo Fe 


- Oo fF Lb 


-~8457- 

MeGrath. 
THA CHAIRMAN: The B. A.- is not in the 
summary then? 
NOe J Lis 
MaJOR LIPSET?: Then the profit derived 
Prom Bre Be as) Conwract iS in addition to this profit? 
That is correct. 
AS shown in the summary? 
That is correct. 
Is there any depreciation charged to the B. A. in connection 
with the refinery, in addition to the depreciation item 
shown? 
Well, this item here, the item of $283,473.70 is----- 
In Schedule 37 
Is the total depreciation written off against the 
manufacturing. Now, the B. A., in allocating $286,898.22 
in the cost, some of this depreciation is allocated to 
that. 
The total depreciation on the manufacturing is $286,000.00? 
TheEG TS the tote. 
Have you the figure then for the profit on the 5. A.? 
I have not got it with me but I can get it. Mr. Frawley 
asked me for that. 
Pika pi iC Ss Mr. Chairman, may I ask a 
question in regard to this? 
TH: CHATRMAN: Certainly. 
MR. PLOTKINS: ir, MeGrath, the saving 
in 1938 over 193” is slightly over half a cent a gallon? 
Yes. 
Manufacturing costs? 
Yes. 
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licGrath. 
Might it not be the result of other extremist operations, 
or reflected in the accounting? 
How dc you mean, reflected in the accounting? 
You may have taken a different factor for depreciation 
and you may have taken a different system? 
That may be possible, but I said the principize was, 
the effect of the B. a. and the inereased gallonage, I 
did not attempt to analyze it right down to the dollar. 
You say these two factors of the B. a. and increased 
eallonace is part of the reason? 
Poa ovis Teen Go epbeah lis’ rieht. 
But not necessarily the major reason? 
¥es, I would say it was the major reason. 
You would say it was the major reason? 
Yess 
In spite of the fact that you have agreed that an increased 
gallonage or an increased barrellage through the refinery 
ip) seve pomne as only reflected in the small decrease in 
Cosi) Sper “eallon, certainly not half a cent a gallon; in 
other words, if you ran 4,000 one year and 5,000 the next? 
Yes. 
The saving would certainly not be reflected to the extent 
of half a cent a gallon because in most cases that is more 
than the total cost of running it? 
Yes, that is probably true, between four and five thousand 
barrels, Mr. Plotkins, but this here is the dollars 
actually charged against our own operations. 
On the basis of whatever accounting you pursued or methods 
you pursued in 1937 as against 1938? 
The same accounting principles, yes. 
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When you said you had an increase in the, or the figures 
you gave of an increase in 1938 over 1937 was a refining 
increage? 

No, that was the total sales, that is a sales increase. 
Refinery sales? 

Thewselechian tnaparea, Mr. Plotkins. 

Well, that does not necessarily reflect the same increase 
in your marketing? 

#0, this is sales to the consumers and the jobbers. 

And to other companies? 

Yes. 

S50 it would not necessarily mean that your own business 
to your own marketing divisions have increased that much? 
No, I would not say that. Tem Sspeakine or (adh ane 
Sales. Lam not attempting to go into any details. I am 
Simply showing that for a comparison. 

Now, is this figure, this resultant figure of less than 


ocr ume se sOon po proriG, the Lineal prorit. per gallon 


for the operations of Imperial Oil in the Calgary territory 


or Calgary refinery territory, is, that the final 

profit including the profit of the marketing department? 
That is the whole profit for the whole operation. 

SO, that youvtreat, the refinery, the Calgary refinery, as 
an integrated unit, buying its crude et the posted field 
price, buying whatever requirements, other requirements 
it necds, at the market price, and you treat that, 
together with the marketing division, as one unit? 

inet Seri en). 

For the purposes of this statement? 

ciaveLe correc tb. 


And you say that the resultant operations of refining and 
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marketing leaves the company, based on the posted field 
price of crude, leaves the company .94 cents per gallon? 


That is correct, Sir. 


and, of course, you have not introduced in these statements 


the details of marketing? 

No. 

So that in order to verify this figure of .94 you would 
have to go and analyze the marketing division us well as 
the refinery division in order to see whether----- 

Well, Mr. flotkins------ 

The question whether the accounts were pertinent or not? 
roll Von eloteminswinere, ere the final filseures of ithe 
company, right here. You can see at a glance where there 
istany difference, you can see right there at a giance. 
Tes Nov ovouesec.nnere 1s my difficulty, under sehedule, 
it says, Sehedule 2 here on the last page? 

Yes. 

It says "Marketing costs", and there is a lump sum? 

That cies orient. 

There might be all kinds of items in there that the 
Oommission might not regard as marketing costs? 

That is right. 

and in order to verify and to establish the value of this 
statement we must analyze all the items which go to make 
up all these figures? 

I absolutely agree with you and if you refer to 
Schedule é------- 

MR. FRAVTEY: Which Exhibit now? 
Cetera eeo" | you will see, ~-—--- 


Schedule 2? 
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A Yes, you will see that we start with the alberta division 
costs, which was the Province of alberta, and the details 
are shown in the alberta Schedules 2 (a) and (b), which 
is Exhibit "281", the, details are in here. 

Q MR’e PLOT. INS : So that this Exhibit "280" 
must be read and analyzed together with the next Exhibit, 
Pomyevare Vac i 

& Exhibit "280" covers the territory supplied by the Calgary 
refinery; Exhibit "281" covers the operations in the 
Province of Alberta only. 

Q Yes, but you have to read Exhibit "281" to determine its 
eccuracy,or Ww interpret, is probably a better word, 

Bre juesvlon orruie sot per gallon, you Wave 'to ‘read “the 
Merketing Civision’s figures in order. to find that? 

A No,-94 includes the Alberta division. 

Q Yes, but you have charged up as expenses----- 

aA Yes, to analyze that you have to go to the other Exhibit. 

Q THE CHAT RMAN: Now, as I understand, this 
94/100's of a cent does not include any profit which you 


made from the B. A. operations? 


A That is correct. 

Q That is in addition? 

A That. is Gorrecu, “O17. 

Q and what about profits made with respect to all these 
lubricants and things you brought in, that is dealt with 
in the Alberta statement? 

A Yes. 

Q That, we are yet to deal with? 


Pig fig rin is As ah Bye a We 
MR. FRAVLEY: Now, will you proceed, Mr. 


McGrath, to discuss Exhibit "281"? 
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THE CHATRMAN : Well, I suppose, thinking 

out loud, so far as the refinery as a refinery is concerned, 
ei Vvour Operations are in Bxhibit "280"? 

res. 

Once you have added the 8. A. profits to the 94/100's 

of a cent it would show the total profits which would go 
to this refinery? 

That is right, Sir, those through our own business and 

so much through the B. A., through the processing for the 

By or. 

Yes? 

Thay terion. oir, 

What your company makes on candles and wax and miscellaneous 
products, lubricants and so on, is made quite aside from 
the Cconvertinue or Turner Valley ‘oil into refined produc ts7 


That is correct, Sir. 


THE CHaIRMAN: All right, Mr. Frawloy. 

MR. FRAWLEY: Al] Tight,’ Mr. MeGrath,) please, 
Schedule "281" or Exhibit "281"------ 

THE CHAIRMAN: IT am right in my view, 


am I, there is no more connection than if the Imperial 
Oil carried on a cartage business or anything else, so 
far as Turner Valley crude is concerned? 

And lubricating oils are concerned. 

Yes? 

Yes, that is right. Lubricating oils are shipped direct 
to the marketing department and they carry on from there. 
The lubricating oils from Sarnia are not reflected on 
the Turner Valley crude. 

MR. PLOTKINS: To a certain extent, 

Mr. Chairman, to the extent that it is all marketed by 
the Alberta division, thet is, it may or may not be included 
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in these Ligures? 
That iS right. some of the cost of the Alberta division 
is absorbed by the lubricating oils, to that extent 
that is ‘right. 
THE CHAIRMAN: As it strikes me at the 
a moment, subject to change certainly, it would appear 
that we are concerned with it only insofar as it reduces 
cost; just in the same principle that a service station 
might have a lunch counter as well. 
MR. FRAWLEY: We ey 
THE CHAIRMAN: That.is all, is it not? 
MR. FRAWLEY: ‘nsofar as determining the 
processing ‘spread of gasoline, for instance? 
TH: CHATRMAN: Yes. 
MR. FRAWORY: Ai Genso lms 
MR. NOLAN: It comes into the picture 
because it does in some way affect the marketing cost 
and that is why we are interested in these products of 
some other person's crude. 
That is right. 
It has nothing to do with Turner Valley at all because 
it is sold through our marketing division here? 
Yes. 
MR. NOLAN: { think it will become more 
Clear as we go into this next Exhibit. 
THE CHAIRMAN : Yes, probably. 
MR. FRAWLEY: Of course, you see, if Ll omay 


again bring to your mind what I understand is in Exhibit 
reoO" a Schedule: 4, sheet (b), dealing with the 


question that the Chairman just raised, Mr. MeGrath, 
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Pe a ier 2 aie 


Exhibit "280", Seheduis 4, sheet (b), if any of that 
64,586 gallons of gasoline is aviation gasoline, which 
you just bought like lubricating oils and shipped into 
the marketing department, there would not seem to bo 

any reason on the surface, and it may be a small matter, 
but there would not seem to be any reason on the surface 
VOvrelate Wietitveany way to: the operations of the 
Galvery rer inery - 

THE CHATRMAN : Is that not what he called 
a "wash iieweoc sor something, where it went iw and 
Game Out and had no real effect on the result? 

TAaG 8 ene at BG, 

THE CHAIRMAN: I mean it may be inartistic 
to have it there, but the witness says it would not 
SLie@b One way or the other the result. Even as it is 
Pete poole 20 taken out. 

MR. FRAWOLY: It is taken out when you 
are dealing with and working out your statement of spread 
between the cost of erude and the refinery door price 

Of the gasoline + 

TOS, VUet!) 2a e2 eb. 

io. teem troupled about at the moment is trying to be 
elear about these statements, and I think the right 
place and the only place to find that aviation gasoline 
which went direct from some foreign refinery? 

Yes. 

To your marketing department? 

Yes. 


The only place to find that would be in Exhibisy "SeiNe 
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© 


That is right, anything that went from say the Ioca 
refinery. 


Ne Will veay nO no. T understand, it is too bad) f have 


to keep talking about things I cannot establish as 


facts at the moment, I do not know where Mr. Cottle got 
ithe idea but he understands you buy aviation gasoline? 

I would have to look into that, Mr. Frawley. 

inere 2s no Other point, what you got from loes, you do 
have some way of relating that to the Calgary refinery? 
That is in the Alberta picture. 

Nov nO, oem talking about the Calgary refinery, teke 
BHIp iG. "280"? 

Yes. 

Just in a word, can you tell m> why aviation gasoline 
that is bought some place, finds its way into Exhibit 
MoO T AG all? 

Well, it should be probably eliminated, but it would not 
have any buaring on these figures, it is in and out. 

All right? 

it is in and out and it has no’ bearing on the net result. 
All right, I mean there is no question of expense involved, 
that does not in any way clutter up our attempt to find 
out the true character of the Calgary refinery operations? 
No. 

All right, all right then, Mr. MeGrath? 

"“xhibit "281" covers the ineome and expenses for. the 


Province of Alberta for the year 1938. 
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meaerath 
All right? 
Sehedule 1 shows sales and gross income less freight, 
sales tax, and packages, Dealing with gasoline, we have 
sold through our marketing outlet 21,357,501 gallons for 
which we received .3,994,719.52 or 18.70¢ a gallon. The 
PONE ol reseno (pad On this... .... 
TH. CHAIRMAN: I 4o not understand this.. 
Mee, CRY TLeY: 2xhibit 281, are you 
lookins at? 
THE CRATRMAN: | Yes. Is the whole of 
fiberta wider than Calesry alone? 
No. “tis jentends sover All. 
Dit Giro eve bestia pane, BoC. and Sie Gene 
Yes), | 
VSS. (QUIT SSO ? 
wes: 2 | 
Mie: o RACY: Mr. Chairman, we had a little 


discussion yesterday as to the extent to which Mr. McGrath 
would read the Exhibit into the record. I want him to do 
precisely as much as will assist the Commission, and no more 
than is necessary. ‘Yhat are your views as to whether he 
Snould read every figure into the record? 

TH: CHATRMAN: My view is that insofar 

as it is necessary to have any item made plain, it must 

be read into the record before it is discusse@. “while it 
takes longer I am inclined to think that by going over it 
item by item you ars more apt to have a discussion of every 
thing you want a discussion on. If Counsel have other views, 
I would be glad to hear ther. 

ET I i ea 8 I A Oh no. 


TH" CUATRMAN: These are difficult enough, 
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and if everything that calls for explanation is explained 
right then, I think it is better. 

Maia AL Eins Yes, 

THE CHAT RMAN: I think in the end it would 
save time. 

Wiley i Pu EL! Ver yowedaloiiiitowar, 

TH? CHATRMAN: And when you come to Some- 
thing, Mr. Frawley, that you want exnlained at that moment 
that :is, the, time to do it. 

Sha Ll.ckpstant .agai na. 

MR. PRAVL@Y: Yes, please? 

The, gaso:ine sold throuch our marketing outlet during the 
year LOS was .21.557,,50\ 2allons,,.and.the gross amount 
received was 33,994,719.52, or 18.70¢ per gallon. The 
freight was °822,444.46, or 3.85¢ per gallon. The Sales 
Tax was $158,234.59 or .74¢ per fallon.. The packages 
$7,555.82, or .04¢ per gallon, leaving net, before market- 
ing and manufacturing costs of %3,006,484.65, or 14.07¢ 
per gallon. 

THT CHAIRMAN: Now is that just a subtraction from 
"xhibit "280" of everything that went to Saskatchewan 
and British Columbia and the North-‘Yest Territories? 
Yes, nlus what came in from Ioco or any other refinery 
that we shipred in from. 

Yes? 

Gaseline sold to the jobbers was 1%,918,473 gallons 


for which was received “1,601,769.35, or 11.51¢ per gallon. 


The freight paid was $275,836.78 or 1.98% per gallon. 
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MR. FRAULTY: There again, sec is some 
freight there because some of the jobbers pay for the 
gasoli::e on a destination basis? 

A I presume that is the reason for Asti Mr. Frawley. ihe 
sales tax $90,064.38 or .65¢ per gallon, leaving the net 
amount received before manufacturine or marketing of 
“$1. 286,868.19 or 8.88 ¢ per rallon. 

Q It might be explained, perhaps we did this yesterday, 

the absence of any expense for packages is that there ie 
no operating expense there because delivery is almost 
enviroly, wellyit’ would appear to be entirely made in tank 
car-lots to jobbers? 

A Yes. There is no saéle through packages. 

2 Packages are packages less than a tank car, smaller than 
a tank car? 

A Yes. 

Q fR, FLOTKINS: In these figures, is British American shown 

as a jobber? 

No. That is a processing agreement. 


No, I mean that figure of 13,000,000.007 


> gr» > 


13,000,000.00, yes. 


eo 


Does that include the gallonage of the British American? 
That we processed for British American. No. 


That is treated separately? 


oe 


Yes, that is treated separately. They put the crude “in 
and we process it and give them the product back. Now 
naphtha. The sale through mrketing outlets was 1,503,011 


gallons, for which we received %129,049.64 or 7.994 


per gallon, 
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Mas) Pho aye) That naphtha, for clarity's sake, is, as far 
as marketing naphtha is concerned, that is both separator 
naphtha and absorption gasoline? 

It is What we call field naphtha. 

MR, NOLAN: It is the same narhtha 

mie tle. two Baba bits 8280" and 281"? 

 2e5) BuL this, was Sold, in the province, The sales tax 
5,505.99 or .37¢ per gallon. The net amount reczived 
before expenses was %114,543.65 or 7.62¢ per gallon. 

Now nanhtha sold to job*ers was 1,106,405 gallons, 
totalling $61,096.75 or 7.33¢ per Da oe. 

That was not separator naphtha, but absorption naphtha only? 
Absorption naphtha, and sold to the British American. 

Sold to the British American? 

Hnac. a8: -0Orrecb. 

Right? 

Now on the next sheet, Schedule 1, we have kerosene. 

The. amount sold throuch our marketing outlets was 1,127,449 
gallons. The amount received was %250,875.65 or 22,35¢ 

par gallon. The freight was “58,045.81 or 5.17¢ per gallon. 
Sales bax) 2,677.5) or 1.04." per galion, Packages 
$2,356.44 or .2l¢ per gallon, leaving the net amount 
received tefore ‘marketing and manufacturing S178, 2l6 Boor 
15.93¢ per gallon. Kerosene sold to jobb3rs 496,689 
sallons. The value received was 773,115.%1 or 14.72¢ 

per gallon. The freight was Sb 778 299 SOR 2 noe eda wee eons 
The cales tax was @4,422.69 or .89¢ per gallon, leaving the 
net amount of 7,06 , 912.07 or: 11.46¢ per gallon. The distill- 
ate sold through the marketing outlets was 1,225,408 gallons 
for which we received “186,906.91 or 15.25,’ per gallon. 


The freight was {44,304.20 or 3.62% per gallon. 
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Pie setasetaguwas 27) 550,51 or .62¢ per'ealion. | he 

net amount received was (135,052.40 or 11.0l¢ per gallon. 
Distillate sold through jobbers was 1,034,877 gallons 
bringing “90,195.23 or 8.727 per gallon. The freight was 
“13,009.35 or 1.26¢ per gallon. The sales tax was 5,077.96 
Ofe.49¢ *parreatlon, leavine ths net amount of £72,107.92 om 
6.97¢ per gallon. Now Marvelube, Mobile oil. This is where 
we get into the motor oil. The Marketing Yepartment's sales 
was 634,562 gallons for which we received *465,774.48 or 

To .40¢)per'gallien, The freight was “106,556.86 or 16.79¢ 
per gallon. The sales: tax was "9,395.50 or 1.48¢ psr gallon. 
Packages ° 28,550.78 or 4.507 ner ~allon, leaving net before 
Meanvutecturay soe marketing of 3321 ,;271.52 or 50.63¢ per 
ration.) Nord (pave some Marvelubs Sold towjobbers.) Tide 
BOULDELISVe Ate was s -)d es Marvelube, but it is in. the same 
Oars’ sco nomy ao1o0ugalons, 51,662.51 or 62.287 per eallon, 
THS CHALRMANS If there are no questions 

on these items as you-go along I do not want to needlessly 
put this witness to the trouble of reading out that which 

we all can read ourselves. That is, if there are no 
questions as he proceeds. You know better than I, 

ver, Trawley”. 

Tee OP TY No, Wr. Sottle has nothing 

to ask about it. That is mersly a statement of the company's 
Micome "Or 2ts protits. 7 usan, we will ask Mr. Halverson 

a lot of questions about how these things were sold and 

the rilaces, an” several other details. 

PH™ CUATRMAN- What I. have in mine is, 

of course, we are having the benefit of examination br 

two others than csunse] and precisely what I was just 


wondering was, if it woulé@ not sava 3verybody's time 
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and what I am thinkins of at the moment, Mr. i'cGrath 


BEoubio Ov letiing Mr. Plotkins- and’ Mr. Meltabarger 


ses this statement as well as yourself durins the noon 


adjournment, and perhaps all this reading could be saved. 
tien Sd! La,’ Frankly, what I have in 


PAC a ca Uwialelarate 

TH: CHATRMAN : Ferhaps not, but whatever 
You rmhink wise, Mr. Frawley. I do not want to hear the 
Witness read fieure after figure for no purpose. 

MR. (RRA Tsay: There are seven pages of 
this, taking each commodity and saying "Ve ret this gross, 
A eoVme nce sas So much, and so much .sales.tax,. sand 
SO much packares, iand this)is our net." 

Pe CCM MAN If ewe -cdojnet do ythus), 
Theywwill havesto bs reac out so that sverybody can hear 
cnem.  thatever you think, 

Mey ERAGE EY + It. is .a pune. question, 
Paws belne (aca, 16 nothing but a financial statement, 
Te get so much and we pay so much out in freight, and 
So much in sales tax, and our net was so much," that is 
Pom biewel tuo ound and round again, 

TH. CHAIRMAN: Ail we want to know is - 
T have thought for reasons which I gave - there might be 
an advantage with the witness reading it out and being 
asked about a particular item as it was come to. It now 
anpears nobody is asking anything, and I wondered if I 
was quite wrong in that view, and should we relieve him 


of that work. 

Petes wee eae: As ec meat berm Of tact. om 
studying this statement last night, there LSC Lear 
division, not clear, but there is a division setween 


Vr. MeGrath and Mr. Halverson. I would think with respect 


to Se oe of these things that Mr. McGrath would 
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Simply have to refer to Mr. Halverson. Mr. McGrath 
presents the company's financial statement, and that is 
why he knows how much Marvelube they sold and how much 
they got for it. That is about the beginning and the 
end of what you know about Marvelube? 
Yes. 
TH: CHATRMAN : Miu naly er son dsaceonn ne 
Lie Cuencours¢|, 
Pee Re Las Right next. I mention that 
as far jas far as Vr. MeGrath is concerned, that is why. we 
pass over a lot. of these items, 
TH: CHATRMAN : I do not wish to interfere as 
to how @ Counsel conducts the cross-examination. But I 
just throw out the sugrestion. Mr. Plotkins, you have 
Something to say? 
Mae PLOTK ING: L was 20 1ng to POLny ous, 
the aifficulty.of examining, on this statement. Mr. McGrath 
Pso.G ) ane woos von as) we ‘have ound out-iin the spasx,, 
of answering some of the questions we might want to put. 
For instance, there is the question of the sales tax 
I brought out; I would like to examine on, and I Suppose 
Mr. McGrath will say "I do not know". 
THE CHATRMAN: | You will have to wait until 
the witne*s who is competent to answer is in the box. 
Ma. SNCLAN: “Ye are bringing the wit- 
nesses in the order that seemed most proper to Commission 
Counsel. 
Have you Something in mind about the sales tax. You 
realize the Dominion Government Sales Tax Department 

audit our books currently. Have you anything in mind 


about that? 
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ME. PLOTRIN GS ty. iL realize allio pnaty 
The only thing is, we wanted to bring out some of these 
facts in connection with the sales tax and how it bears 
on your company as compared with other companias. ES ay, 
went along and mentioned the sales tax, I was prompted to 
ask you a question, but I thought that most likely it would 
not be within your province to handle that problem for the 
company;,.and L.dica nov do Lt. 

A It is 2 tremendous company. You would not expect mse to 
know every detail. 
[AS gence EG DVN ie let us settle this now. 
if an sxamineation into the question of.saliss tax is 
germane, then who is bett2r able to answer qusstions than 
Mr. McGrath? I do not know. I would not bs gaining very 
much from Mr. Halverson, would I? 


ae No. 


co) 


If anybody would answer them, I presume you are the one? 

A Yes, I know the details. I do not think there is any 
question about the sales tax when the Dominion Government 
Tax Nepartment keeps a constant check. They set the basis, 


and they keep a check. 


Pee ROT ns, “Ia will have to wait and 
s22 what these questions are. But if anybody is coming..-.. 


well), nobody is to come? 


A T will answer all the questions I can. If thers is any 
Pan ormeausom at 1 NSS s.s sc tees 
Q You will have to get it as a witness? 
A Yes. 
THE CHATRMAN: Yell, all I want to know is, 


as a Commission Counsel, do you want the witness to continue 
reading item after item as he is doing? It was my Suggestion 


ap 


that he should, but I wondered whether or not it was a sound 
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a. McGrath 


Le 


suggestion, and I am merely asking what you would like 
to have done. However, y think we will rise. | 


(At this stage the Hearing was adjourned until 2:15 p. m.) 
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hike FRAWLEY: dell tir. sicGrath, will 
you continue from where you were ana speaking for 
myself I think that if you, in going through the next 
seven pages, which is a list of your Gross Income fron 
each Glass of commodity, that if you give us the net 
with respect to each item, the not ---- 

I will give you the gullons and the net amount received 
before marketing ana manufacturing expenses. 

Yes, unless there is something worthy of auantene 7. 

see, anc there is about the packages, that I want to 
ask you #+~ 

Would you like to ask me them now? 

Deal ing with isarvelube, what does the ¢26,550.78 in 

the way of packages represent on the marketing of 
harvelube? 

Well the majority of that cost would be the non- 
returnable packages, non-returnable drums, that would 
be the cost of the drums. 

THE CHATRAUAD: dhere is that? 

That is on Schedule "1", Page C, there is an item there 
on viarvelube, packages ,. 28,550.78, in that oase that 
would include the cost of the packages, the non-returnable 
packages. 

bitte) FRAWLEY; Yes, with respect to the 
gasoline that the Chairman asked you about this morning, 
you told us that the package itea was the were matter of 
the operation? 


That is right. 
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J. MeGrath ee 

Q Filling the packages? 

A That is right, because they are returnable packages. 
Q But with respect to the lubricating oils the packages 


are not returneble? 

4 That is right. 

Q. And therefore there is an element, the cost of the 
packages is in there as well as the filling operation? 

4 That is right. 

Q Let us understand the filling of the packages, which in 
the case of the Marvelube, takes place at Sarnia, and is 


shown in this figure of »28,550.78? 


A That is right. 

Q So far as theiiarvelube, it is packaged in Sarnia? 

A Y@8; so far gs it. is packaged in Sarnia. 

Q But it is also packaged in Calgary I now understand? 

A Yes. 

Q. Brought out in tank gar quentities to some extent? 

A That is correct. 

Q but wherever it is, whether it is in Sarnia or whether it 


is here, you show as against the Alberta iiarketing Division 
all that cost? 
A That is right. 
QQ That is about all, all about that, then will you continue? 
A fe Will start with the other lubricating oils, we sola 
282,682 gallons ana the net amount received was 
el0G /9ia #72 or 27.17 cents per gallon. 


Jkere did these other lubricating oils came from, ire i:cGrath? 


> & 


Some from Ioco ana some fron Sarnia. 


Q They are all the other lubricating oils which your Company 


Be 


manufactures other than the iiarvelube? 


A That is correct, Sir. 
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Q Which you have, for special purposes, treated separately? 
That is right and the other lubricating oils sold to 
jobbers is 260,585 gallons, the amount, the net amount 
of money received was (60,965.88, or 16.03 cents per 
gallon. 

rhe Tent rTuel op seid 
to the marketing outlets, 1,209,027 gallons; the net 
amount received was 41160,710.59 or 8.91 cents per 
gallon. Light fuel oil to Jobbers 79,083 gallons, the 
net amount received 46,009.41, which cquals 7.68 cents 
per gallon. 

Bunker fuel oil sold 
through the marketing was 8,977,244 gallons; the net 
amount received is {§208,488.80 or 2.99 cents per gallon. 

Bunker fuel oil sold through 
jobbers 2,684 gullons; net amount received $265.91, that 
is the ret amount received, or 10.10 cents per gallons 

nefinery fuel is 2,525,461 
gallons, the net amount received (33,957.15 or, 

1.34 cents per gallon. 

Q@ wk. FRAWLEY: chat is the same figure 
BSidi meee bae eb ON? 

A Yes. And the Asphalt sola through the warketing Department, 
2,469,670 gallons, the value received is, net value received 
Sig eeO toe lec 1 nOr 9.06 cents per gallon. 

| Asphalt to jobbers there was 
1,000 gallons sold at .100.15, or 10.02 cents per gallon. 
The coke through the marketing 
sales there were 90,941 gallons sold, net amount received 


&2,004-56, or £.59 cents per gallon. 
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The grease, htiarketing 
Sales, 120,759 gallons; the net amount received is 
w08 ,142.13, or 48.14 cents per gallon. 
Grease to jobbers 
9,455 gallons, the net amount received %2,501.67 or 
20-02 Gents per gallon. 
Q uke GCOTTLES Are all of the greases 
refined at Sarng-., iir. MeGrath? 
A Yes, t.arketing Sales, 24,999 gallons, net amount 


received 16 ei17142.71. 


Q Mire FRAWLEY: Ghat all comes from 
Sarnia? 
A from Sarnia, or 44.57 cents per gallon. 


Wax to jobbers was 
lé gallons, net amount received »5.82 or 48.50 cents 
per gallon. 

Candles through the 
warketing Division, 5,086 gallons, the net amount 
received was $4,686.79 or 86.25 cents per gallon. 

Q That comes from Sarnia too? 

A That is right. Vacuum Oils --+~ 

Q Tell us about those, iir. iscGrath. 

A Those are oils we purchase from the Vacuum Oil Company 
and resell. 

Gq Fron the Vacuum Oil Company, that is an American Company? 

A That is right. 

re) And where do you bring them from? 

A I do not know the shipping point. 

Q I presume it ie an affiliateG coupany or subsidiary of 
the Standard Oil of New Jersey? 


my I cannot tell you that, 
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You do not know? 


No, 1 do not know. Those purchases are brought in by 

the Marketing Department and no doubt they will be able to 
answer that question for you. 

How do they come in, actually? 

I think it is by tank car and some by package, 

Some by tank car as far as Sarnia or as far as Calgary? 

I cannot answer that. Theres is some goes into Sarnia but 
whether it is shipped all the way out here or not I do not 
know. 

It goes into the market all packaged, su far as Alberta 

is concerned? 

Thet eis. asleht ; 

Yes? 

Vacaum Oils through the Marketing Department 167,495 
pzallons, the net amount received %115,184.59, or 68.76 
cents per gallon. 

The Vacuum Oils sold by 
jobbers 132,063 gallons, the net amount received was 
mevsleo.c1 cents, or 20,54 cents per gallon, 

Now the miscellaneous 
merchandise, that covers tires, tubes, batteries and 
auto accessories and I have not all the details here, 

If we wanted to inquire into that, just to complete the 
Commission's information, I suppose Mr. Halverson can tell 
us about that miscellaneous merchandise, can he, I mean 
what it represents, for instance in the matter of tires, 
your company markets a tire called the Atlas tire, they 
have the exclusive right to market that tire? 

Yes, 


Mr, Halverson can tell us about that? 


. iG i“ 
£ re ites = ue 
3 5 Z Z 
; / 5 re 
« 
: * eee , 
o eae ae 
B & i 
Pf : 5 F 
} me ' a oe 
H Lut f Wek 
z is - 
. > oa 
, eve 
5 ; us = 
2 Loe 
° : : : aed 
° ; soe 
i = 
Se 
a 
i 
Lom eS. 


Onn 


= 
ae 
t- 


oF 
a 
i 


‘ 
ae 


= 
ee 
, 
1 
1 
Vie 
4 
2 3 
ahey 
vi 


ro 


C 


=3 


6 

J. McGrath - 8480 - 

A Yes, 

2 Who makes those tires, from whom they are purchased and 
all that? 

A ROS 

8) And the same with batteries, you sell batteries also under 
the name of Atlas? 

A That-is right. 

A) You have that trade name at least, that can also be explained 
to us by Mr, Halverson? 

A Thaw, ts correct . 

A) In the United States the name "Atlas" is used exclusively by, 
I do not know which one but one at least of the Standard Oil 
Companies, perhaps your parent company, you do not know about 
that? 

A I do not know, 

oN I notices that the Maple Leaf Company has the privilege of 
using the "Atlas" trademark on its miscellaneous merchandise 
in this province. However Mr. Halverson will tell us all 
about that? 

A Yes, 

2 All right? 

A The net amount received for miscellaneous merchandise sold 
through the Marketing Department was $264,335.52 and through 
the jobbers was 4171.94 and the total on Schedule "1", 

Pages A to G is, of all the products, 58,950,971 gallons. 

Q Mr. MeGrath, I do not know whether it is worth while stopping 
to ask, I notice in miscellaneous merchandise you have no 
item of packages, there are no petroleum products in these 
miscellaneous merchandise I suppose? 

A Noe. 


Well I wondered why there is such a huge amount for packages 
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in the miscellaneous merchandise, you sold to jobbers? 
Yell I do not know, Mr. Frawley. I will find that out for 
you. 
That seems rather strange? 
16c,,h Witt Make A nove of that and find out for you, 
All right, then Mr. McGrath you were down to your totals 
now? 
Yes, the total products sold was 58,950,971 gallons and the 
total amount of money received was, including the miscellaneous 
merchandise, is $6,539,887.76 and the freight is #1,59F,666,25 
and the sales tax is $353,851.96 and the packages are 
#110,045,.18, showing a net, after freight, sales tax and 
packages, and before merketing and manufacturing expenses, 
$6,400, 524,07 6 
Yes, in other words the 58,000,000 gallons is the total of 
your gallonage in the province of Alberta, that is after 
you add the converted, well lubricating oils, not converted, 
after you have added lubricating oils and other etonverted 
materials such as grease and wax? 
That, 2s right. 
That is your business in the Province of Alberta in 19358, 
expressed in the material gallons? 
That is right. 
You @id a gross business in the Province of Alberta of 
$8 539,887.76? 
That is rignt. 
Now everything is in there is it? 
Yes, 
"ell I suppose I should call to your attention the fact 


that you have eliminated your sales of crude oll? 
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A Yes, yes that was shown on the Calgary No. 9, -but there 
is not, it is sold at cost, there is no profit or loss on 
it so I did not show it in here. 

Well you tsay (Lt is Sold at cost? 

Yes. 

The purchasers being chiefly where and who? 

The purchasers of crude oil? 


LSS yOu (sayy ou ‘sold you find it on your original No. 9? 


ere ee aS ey 


Yes, we show the sale of crude oil on Schedule "4" (a) of 


Exhibit "280" of 10,659,580 gallons of crude oil, 


@& 


Yes, you show sales of crude oil? 
SHAG Ser Lent 


On’ Exhibit: "260", Schedule "4" (a)? 


> O P- 


Yes, 


pe) 


Of 10,639,580 gallons at an amount of $400,475.96? 

A Thats .LS Pf ieht » 

Q Can you tell us something about that, to whom was that 
Crude, O11 S010? 

A ‘Well Zi do not know all the customers, Mr. Frawley. I will 


Band OUG i TGr oVou. 


2 DA e Davao Morusord ¢ if it was sold:to some, a lot oof ay 
would be sold to Regina, would it include what was shipped 
to Regina, Mr. Cottle says "No."? 

A No, that would not include Regina. 

2 Then it is just sold to these independent refineries in 
Saskatchewan I take it? 

A Yes, 

Q And the Lion Oils, independent refineries generally through- 


out Western Carada? 


es Bhat is) richt.. 


2 And you sold it to them without adding anything as a profit? 
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J. McGrath - 8493 + 
A No, all we got is our handling cost, 5 cents a barrel. 


“) You get the postedfield price plus the pipe line charge 
plus the handling charge? 

A that.isiright:, 

a) In the case of this Saskatchewan business that would be 
@ loading of cars’ charge also? 

A Was. 

2, in connection with the local Alberta business, such as 
the Lion Company, it would be a further pipeage charge? 


A Yes ® 


& 


All right, I understand that but other than that the figure 
Soe oreciiam li to) of Exhibit "281" of 58,950,971 gallons 
or perhnps better the dollar figure, %8,539,887.76 represents 
the business which your company did in Alberta in 1939? 

A That is. right. 

Q Now what you have just, wnat we are just leaving now, is 
Pies ores amount which you got in,less only freight and 
sales taxes? 

A And packages. 

A) Freight and sales taxes and packages? 

A Yes, t hate ds) right. 

Q Now you are proceeding to some of the other things which 

have to be taken out before we arrive at an appreciation 


of what you did? 


A Pes, 

Q Now what is the next thing? 

4 On Schedule "2", which is "Marketing Costs" and which shows 
the details of all the items in the Marketing Department's 
cost in the Province of Alberta. Shall I reac these items? 

Q Yes, I think those should be read, yes, and I have some 


questions to ask about them, but perhaps I had better ask 
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wo. McGrath - 8484 e- 
them after you have started to read some of them. 

A Salaries and Yages 221,087.87. 

Q Yes, now it struck ms, Mr. McGrath, that we will have to 
have, and I assume you agree, Some separate statements 
breaking down these items. Now I find at once that Mr. Cottle 
has already been Supplied with a form of statement which you 
¢all S209? 

A 309. 

Q 9 3097? 

A Tes 

Q Have you another one of these S 309=s? 

A No, 1 have nov, Mr. Halverson will have one but I have’ not, 
this is just the breakdown of the accounting in the books, 

Q Jolt > OO9,ithat iis what S S09 is? 

A hac. 15) Tien . 

2 i a breakdown of schedule "2"? 

A Yes, it is shown under different catagories, 

Q But is essentially the company's breakdown or perhaps I 
Should say that Schedule "2" is the result of a compilation 
nai) the information in 5S S09? 

A iat) is rien, 

Q The. form S/’309? 

A Yes. 

Q Yell now I am troubled to know in what way to get before the 
Commission the breakdown of this Schedule "2", obviously there 
has to be some breakdowns; now.on the one hand you have supplied 
Mr. Cottle, outside of the evidence, with a breakdown of S309, 
which is probably quite sufficient for his purpose to make 
any studies which he has to make of his own, which he might 
want to make, to submit to the Commission? 

A Yes, 


But I am concerned with the record and I wonder how shocked 
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J. MeGrath - 8485 - 
you would be if I asked you to supply a breakdown of the 
first item say, which is good enough for anyone to discuss, 
Salaries and ages $221,087.87, if I asked you to break 
that down what would you say? 

A Weil I would have to take it up with the Marketing Office 
at Edmonton and see what could be done about it. I will 
ory C04 
THE CHAIRMAN: Has Mr. Cottle that break- 
down? 

MR. FRAWLEY? Yes, Mr. Cottle has that 
break-down. 

THe GHATRMAN: Then what is the dirficuiny 
about making it ane usnidit and if Mr. Cottle gave a 
Poceouo tor PUTO tune clerk he could then get it back? 
Met. PRANGGY : That 1s a very) pracvicaLl 
pees 1 0n buoy there 42S\a little further difficulty, sir, 
Peevaoo eC ae arocy. we Will Tite it and“then DT will 
talk about it in a few minutes, this is the S 309 which 
is the break-down of all of the figures in the Schedule 
you were just about to read in @xhibit "281". 

A -e11 I am not familiar with this statement, 

2 That is not one prepared under your direction? 

A No, it is prepared by the Marketing bepartment. 
m2. FRAYLEY: I might perhaps offer it 
aven without Mr. McGrath's identification? 

A Yes. 

*) MR. FRALEY: . Mr. Cottle could identify 


it for that matter himself, I want to get it in as an 
Exhibit and then discuss my further problem, what I think 


is a further problem with the Commission? 
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TH CHAIRMAN: Any objections? 

WR. NOLAN: No, there is no objection 
but I am wondering whether the break-downs of marketing 
costs is something which should properly be left for 

Vr. Halverson, 

Mae h FRAWLAY:: i) COInK SO myse lt Wn er 

I may svy so I asked Mr. Halverson, or we asked Mr. Halverson 
last night and he told us that he had no break-downs except 
that we would have to ask Mr. McGrath for them, and 

Mr. MeGrath would in turn ask him for them and he would in 
turn ask his Edmonton office for them. 

MR. NOLAN: I understood from my con- 
versation with Mr. Halverson this morning that he will be 
of assistance on these break-downs of Marketing Costs, 

MR. FRAWLEY: OD Sct 13a key Gn ae 
think. it must. be, that but. he has not just got, J asked 
hini-dasteangeht, for instance, did he have the break~ 

down of any one of these items and he said no, he would 
have to get them, if we wanted separate schedules for any 
of those items, break-downs, that he would have to ask 

his Edmonton office to get them and the question remains, 
discussing this before it is marked, if this is good 

enough for the Commissioners, it is good enough for 

Mr. Cottle but I am assuring you that you have to just 
chase from page to page, it is very simple for an accountant, 
Now it occurred to me, if only for the convenience of the 
Commission, that if we had in a separate form these break- 
dovns ee an ordinary layman could look at them and 
find out where this “280,000 was spent, --- here in this, 


Mr. Chairman, S 309, which is very complete for the Company's 
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OPE ee 


and. probably s«for Mr...Cottlé'!s purposes, one has toveo 

to Several lines on several pages and follow through into 
various classifications and follow code letters and code 
numbers through, before you ever get a figure broken down, 
2 an vieeb wens nov. Mr, VcGrath? 

I do not know that statement, 

You have others? 

i have seen it. 

Ovnersythet are sfirst cousins to it? 

TH CHATRIMAN ; Now is it ample for Your 
purposes, Mr. Cottle? 

MR. COTTLE: Yess it is.) subgeck uo 
certain items on this requiring further data, which is 

now in the process of coming to me from the %dmonton office. 
THe CHAIRMAN: “Vell when that cames it is 
emple for your purposes, is it? 

MR. COTTLE: Yes, but as Mr, Frawley 
says it may be rather complex for the purnoses of ordinary 
people who are not accountants. 

MR. FRAWLEY: And for me in addressing 
myself at some later stage to it, and to the Commissiuny 
it will also be, and I am satisfied it will be to my 


learned friend, Mr. Nolan. 
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One short look at it indicates that. 
THE C AIRMAN: I quite understand. All 
1 am thinking about is who should do it. If Mr. 
Cottle, the Commission accountant, is suprlied with 
what he says is all-sufficient for his purposes, 
perhaps he should make these little statements for us. 
I mean we do not want to impress the Imperial into an 
accounting that is merely for our convenience, so long 
as they do an adequate accounting. On the other hand, 
it, might -bé-yvyery simple for them to do it and difficult 
for Mr. Cottle. Surely that can be worked out between 
Mr. Cottle and ir. MeGrath, what is the simple vay to 
Fs is Mae 

A Yes. 
THA CHLIRVSN: ~e do not want to and I 
think we have no right to load ir. LeGreth with work 
that we can do ourselves, providing he gives the infor- 
mation on which it can be done. 
MR. FR. LEY: Fhe Load will eielh pon 
Hdmonton, the accounting office of the marketing division. 
I quite reelize it will perheps be quite a bit of 
treuble to them, but I am thinking of =y responsibility 
of putting in as good a record for ths Commissioners - 
Hot for: ir. Cottle but for the Commissioners - as I esn. 
One way of looking at it will be for the Commissioners to 
say "6 will have to confer with our accountant about 
these things, and this will be all right." 
THS CHAIRiET: °e@ axe not going to confer 
about something it is impossible for us to underst nd. 
It has first to be gotten into understéndable form. low 


who shall do it? I think ther: would be no difficulty 
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if Mr. MeGrath and Mr. Cottle were to determine where 
the balance of convenience lies. Do you thin: so, Mr. 
Nolan’ 

MR NOTA: NOG Lo MO -NOt think so. 

I do not know what labour or effort is required to do 
this sort of thing. I know how these breakdowns axe 
madé and it is @ lot of work. 

THt CHAIRMAN: Some time Mr. Cottle will 
£8t what 2e°sufficient for his purpose. Now it is a 
matter of making it understandable for Commission and 
for Counsel. 

a NOLAN: Perhaps ur. Cottle would 
be good enough to provide this Commission with thet 
stetement that he, with the material he has, ean make 
then what he thinks the Commission should have. 

THi CHAIRMAN: If it appeared that it 
would be an exceedingly difficult task for him end a 
comparatively easy one for your Hdmonton office, then 

I would suggest the belance of convenience lying that 
way, you would probably provide it. Otherwise we will 
have to work it out ourselves. 

Mae NOLAN: ¥ do not know where the 
balance er convenience lies at the moment, Sir. 

Mare FRA! LLY: | “611-4, COune o thie 
anything can be accomplished. I think we will have 
to leave the nature of the breakdowns at the moment, 
but I can tell Mr. Nolan this much now, ‘that I will 
ask for breakdowns and will, I tuink, politely ask 
that he prepare them. But the nature of them will 
have to be something that I would like Lr. Cottle to 


discuss with Mr. iicGrath and Mr. dalverson, or hus 
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Sterens or all of them, as to the nature in which 
these should be broken down. There is more than just 
Saying "Give us a breakdown." I think it must be the 
most simplified and the most clesrly understandable 
sort of breakdown. As to that I think Mr. Cottle 
should put to the Imperial officials the nature of the 
breakdowns he wants. i 

fee Pe Oa Wy ay Go hot agree with that. 
It seems to me we should come in with qa statement, which 
we do. This statement. Thst we should come in with 
information that goes to make up that statement. ve do. 
Statement 309. Phen L think Mr. Cottle should go to 
work and find out from the information supplied him in 
509 whethsr these figures are correct in sxhibit "2s". 
If he is satisfied and Mr. Frawley is satisfied then 
the Gommission is satisfied. 

TH: CHAIRMAN: Not necessarily. 

Pe OLA AES If Mr. Cottle, as Commis- 
sion accountant, sayy that the information contained in 
509 when it is all taken together, makes up this 
statement in Schedule 2({s), then the Commission has no 
worries about whst is contained in Schedule 2(a). 

Die lb me Lice Perhaps I should meke 
myself understood. There is not any question in the 
world about the accuracy of the figures. 


Ma. KOLAR: But the breakdown. 


Mire 
Dive), ie Lae Y $ | You talk about correctness. 
“e quite agree on that right awey. The Gommission still 
has to be satisfied, and I presume they will be satisfied 
if we are all agreed that they are actually correct. But 


that is not what I am speaking of, hr. Nolan. &£t some 
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stage, for instence, I might want to comment upon the 
amount of money that the Marketing Department of the 
Imperial Oil is spending, anything you Like, wages and 
salaries in the Province of Alberte, and I would like 
to be able to discuss with the Commission where that is 
being spent and in what place in Alberta it is being 
spent, and we can then discuss whether too much is 

DEL Beaspeny or too little... and that is all I am at the 
moment thinking about. Nobody short of a chertered 
accountant, and even he I do not think could discuss 
this very intehbligently from 5-309. 

VM". NOLAN: boes not that show where 


the money is being spent? 


MX. FRA™LiY: Yes. 
M-. NOLAN: Is not that all you want? 
Wie, PRAVUNY: I want it in the form 


where an ordinary layman could understend where the 
money is being spent. 
Mice NOLAN: Then you should tell Mr. 
Cottle what you want and Mr.Cottle will prepare it for 
you in the way you want it. 

ie ERE: LOY: Now we are back to where we 
were ten minutes ago. 
TH: C:ATRMAN: Of course, you know, ir. 
Frawley, I feel this way about it, so long as we have 
all the date Mr. Cottle needs from which he can do his 
own figuring that we should not ask anyone els. to do 
it for us, But as my associate points out, Of Course, 
you have a figure here of $221,000.00. Certainly 
there is no reason that you could not examine any witness 


as to hov he arrived at that figure or any other figure. 
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MR. FRAWLEY: Let us just assume then 
that either Mr. McGrath or Mr. Halverson were in the 
witness box, he would say "Mr. Frawley you want to know 
Where I got the »221,000.00."He starts off with one of 
these pages and he would go through and say he spent so 
much money on the Hdmonton plant, and there would be a 
small figure. Then I would have the breakdown on the 
record. But I am thinking of the greet value of an 
exhibit in an Inquiry of this kind. 

TH CHAIRMAN: You want @ sheet made up. 
Who should do it? 

MR. FRA LaY: ~e@ just come right bauk to 
that. ‘se were there a few minutes Ag O- ir. Molan says 
that I should do it and I am suggesting the Imperial 
Should do it. I am in the hands of the Commission about 
that. 

THi CHAIRMAN: I would say provided, Mr. 
Frawley, ~ provided now, - wr. Cottle is here and can 
speak but provided he is furnished with all the data 
upon which to make up such a sheet, it is a mere matter 
of compilation and tabulation, that he should do it. 

Pe NERD thats YS Novi, Lic. Chairman, I may 
@s well be frank about that. OCuscourse,, .Ne Onn. hie. 

am not sparring with the Commission or my friend. 
Certainly he can do it 1f he had the time. But this 

man is working every night now, keeping up with the 
Imperial's statements that are not in yet. Iam not 
complaining. They are difficult things to prepere. Now 
Mr. MeGrath has now reached, by the end of this afternoon, 
when he finishes with @xhibit "281" he has finished 


with all he is giving us. That is a fact. 
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THe CHLSIRMBE: You had not mentioned that 
before. Then Mr. Nolan, whether or not the Commission accountent 
Should, notwithstanding our viev that he should prepare 
this Statement, «roviding all the date is furnished, 

he has said, as I gather, that it is not humenly 

Possible worvhim ito do it, and that it would mean a 
delay in the work of this Commission. ‘ec merely ask, 

not as of right, but can you help us by having your 
Edmonton office do som¢thing, If you say no, that 

is the end of the matter. 

Be KOLAN: ido -not Know. I would 
have to speak to Mr. Halverson about that. 
THs CHAIRMAN: .Ol Co.thet end see if 
you c@n assist us that muck, and if you Gan..... 

MULAT I would suggest that 

Mr. Cottle and ir. Halverson discuss this at four o'clock 
today. 

Tas CHETRuAN: Yes, I think that would be 
excellent. 4s between you all I have ne doubt you will 
work it out. Nobody is trying to take advantage of 
anybody. It is a matter of us not being tied up. 


am, NOLAN: I would not like the 


ste 


impression to be left with the Commission that we have 


not been working nights. \¢ have, to get this ready. 
VR. FReUL&Y: And perhaps I might say 


the reason I so lightly asked for that is besause my 
friends have been so very Kind and generous up to date 
about everything and perhaps thst is why I am inclined 
to ask them fer some more. 

THs CHAIRMAN: “ell no doubt thet can be 


worked out bet*“een you. 
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q MR. FRE Leys Then perhaps we need not 
waste a great deal of time about this breakdown, because 
you at the mokent have no breakdowns: 


A NO. 2. have, hot. 


£9 


Perhaps we could discuss them in a very genersl way as 
to what they are or do you think that is something that 
Mr. Halverson should speak about? 

4 “ell, the majority of the items are simple. There might 


be some here I do not know the meaning of. 


gY 


Salaries and wages, that would be wh» t, speaking genesally: 
Salaries and wages of your full time employees’ 


A Yes. 


xD 


&s distinguished from commission agents? 


4 Yes. The commissions are shown separately. 


BY 


Salaries and wages would be for everybody in the Province 
of Alberta in this marketing only’ 


4 Yes. 


py 


From Mr. Stevens down to the tank waggon driver’ 

A Yes. 
THE CHAIRMAN: There is no one of these, 
@s I understand it, Mr. iieGrath, umer the heading of 
marketing costs here, there is notning on which you 
are better able to speak than !i.dalverson is? 

a) Moe 


And nothing upon which he cannot speak that you Gens 


ao 


4 That is correct. 
< Is there any use then..... 
tite FRA LAY: Thers is no question of Mr. 


Halverson if here ina few days of his séying he would 
have to ask you about thet? 


A No, i do not think 50. 
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James McGrath. -8495-— 

C Just so the Commission will understand, why are you 
presenting these marketing costs? 

Ss I am presenting the financial statement of the Company. 
If it came to manufacturing I am a manufacturing man 
and I would answer for the manufacturing costs. Mr. 
Halverson could not. On the other hand, he can answer 
for the marketing costs and I cannot. 

q Is there not perhaps another reagon and that is Mr. 
McCloskey is Vice-president in charge of accounts? 

4 Thetyvis right, he, is in charge of accounts. 

C And you are Mr. lieCloskey's, we will say, right hand man‘ 


Or you are here representing “r. MeCloskey who is the 
Vice-president in charge of the accounts of the Company 
and therefore under your general supervision comes all 
of the accounting of the Company: 


A Thet is right. 


G Mr. Halverson is not in the accounting branch in any 
sense? 

A Na, ne! ys: hob. 

G He does know or should know about the money he spends in 


Alberta in selling this famous product of yours: 

4 That is right. 

q. Me COMMISSIONwR LIPSSTT: Is there not in fact some 
figures from which you got this vagl,000.00  Torithis 
first item for instance?’ 


Beg pardon? 


b> 


Your first item of salaries? 


i>) 


Yes. 


4221,000.00 odd? 
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James MeGrseth. aaa 

° How exactly did you get th t figure to put it in? 

v3) From the books, sir. 

a Aren't the items there in the books making it up? 

A The amount of money that is spent for salaries, that is 


the amount of money and that is distributed on that 
S-309 statement. 

C Mr. FRA': Lay: And then it comes back 
from the S-309 into this exhibit? 

A This is really the starting point. First of all you pay 
BHe  AONSYWOUL. «2 ee 

& ir. Cottle suggests, and see if you agree with that. 
First comes the payment by cheques 

A oss 

G They they go into the books? 

4 Yes. 


Ti) 


Then they go from the books into the 65-3097 


A Yes. 


3D 


Snd when you got ready to prepare this exhibit you took 
it from the books into the exhibit? 


A That is right. 


TH. CHEIRMEW: het did you say i ait sp wey 
Mae FRAT LAY: First comes the cheque, the 


payment out of the salaries and wages. 


THt CHAIRMAN: Yes. 
Wie PRA LAY: And then they go into the 
books? 

A Yes. 

oi Ana then you go to the books of record and prepare this 


statement of marketing costs for this exhibit* 


A Yes. 
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And also for the Company's information these costs from 
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James McGreth. 
the books are distributed into the $-3097 
4 Yes. 
G Which is simply a distribution record of all of the 
marketing expenses of the Company? 
A 4 distribution record according to functions, I believe. 
bs According to e thousand things’ 
4 Yes. 
o But anyway they are there? 
A Yes. 


Mr. Cottle would like to surrender this and have it marked 


i>) 


@as an exhibit. Mr. Nolan some time ago said there was no 
objection to it. Sheet 1, Sheet 8, Sheet & and Shset 4, 
or the bottom half of Sheet 3. 


DOCULENTS Li CUsSTION B2a Now 
MARKGD BYHIBIT "282". 


Would you deseribe it? Perhaps you could best deseribe it* 


CY 


THE CHAIRMAN: what is it called in short: 
A Alberta Division, Comparative Analysis of .arketing #xpense, 
and it is known as the S-309 sts tement. 
jeu Gi giked Deh Mr. Cottle suggests, IT think 
it is a silly suggestion, that I should show you that these 
sheets run this way. 
THs CHAIRMAN: “e@ heave made this sxhibit "2s2", 
le Wr. Frawley, into four pages. It was three originally but 
one of them has come apart, so we nov have four. They could 
not very well be pinned, at least the parts that are severed 
couLd not. ¢e will say four pages in our notes. 


Aer ates Laut es Now that will simplify your 


leek @ 


D 


dealing with this item, Schedule 2, :.arketing Costs, and 
anything we have in mind we can discuss, first generally 
and then with «r. Halverson’? 


A Yes. For insténce you might ask me about the commissions 
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to salesmens You might ask me about them, and I do not 

know, I know it is Rereis seen: I know vhat the account 
means, but how it is paid and where it is ba id is some- 

thing I cannot answer. 

C "e know about your commission agents. That is the way 
your goods aré disposed of in the country, but I was 
bothered about commissions to salesmen. I did not know 
you had any commission salesmen? 


4 Phat is another thing, I cannot answer that. 


foe - 


Now I do not think anything will be served by asking you 
because we will have to ask Mr. Halverson probably about 
asch item. Wow turning over the page there is an item of 
depreciation in Schedule 2 of Page B? 

A Yese 

t Depreciation $136,169.57? 


A Yes. 
C Now should we ask you about that or ir. Halverson’ 
A I think if we can leave the depreciation subject to later 


on we wil] deal with the whole thing at once. 
& “hen you deal with the question of the capital invested? 
A Yes, and manufacturing and depreciation. 


Yes, all right. That is fine, thank yous Then there 


iD 


is our old friend, Administration. Mr. Halverson will 
tell us all about that? 

4 Ne, I am getting a detailed statement. You asked ae for 
that. 

Q Paid tormixnibit: "250"? 

4 I did them both. Mr. Halveroon maybe will file the market- 
ing and I will file the refining, or I can file them 
both anyway. 


Q There will be some others. But that one will be uncer 
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dames MeGreth. | ~8299- 


wa y* 


4 That is right. 


ce) 


Going back to Serine S12). you have a total of 
marketing costs, you do call it the total cost of 
OTLOY Tbe 64l? 

4 wile de, DLS v. 

C mat isa” tote Ll is’ it? 

4 it is a total, yes. # sub-total really, because it is 


csrried forward to the next sheet. 


B There is no reel distinction is there, between the items 
On page B Of Schedule 2, and the items we find on Page Br 

A No. MA's the detatls of that, it is part of the 
w~tLO, 762e41, and then if you refer to Cheet "B" you see 
we carry forward th t same amount and ada to it deprec- 
jation, ete. 

Q And add the sub-totals, they are all sub-totals till you 
Come down to the grand total of »1,025,448.90% 

A that is correct. 

C Then dealing with the sub-total, qepreciation and general 
administration ,226,099.55, then you add three more items. 
“ell you had better continue and tell' us sbout Sehedule "B": 

4 Yes, taxes, is that what you mean’ 

& Municipal property taxes’ 

A Yes, ,»79,245.20,Provincial taxes other than Income Taxes, 
$1,261.00, and filing fees and licences »8,080.74. 

G That agein is Mr. Halverson's business? 


4 That is right. Thet is a totel of 88,586.94, and it 
brings the grand total of moneys spent in 1988 under the 


heading of Marketing Costs 41,025,448.90. 


2) 


That is under your Marketing Costs* 


& Yes, 
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Jams Mecrath. 


And that ultimately will be taken off your gross returns? 


&> 


b That is right. 


i Now we have Something else: to take off, have we 


4 ‘e@ have the manufacturing costs. 

¢ That is Schedule 3 in this eee raee bwanufacturing Gosts? 

4 Yes. 

C These are the Manufacturing Gosts of the goods. ‘hat are 
they, you had better tell us? 

A Wenufacturing Costs down to - if you refer to Schedule 3 
Creeps "2so"" 

te Yes? 


A Dealing with the Calgary refinery, you will notice that 
these costs are repeated. That is the salzsries and wages 
and so on right down to - well all these items will be 
found, oneschedule 3 of Exhibit "281". 

0 bet me) sted you.,.in Scheduls,3 in Exhibit "281" you 


attempt to show whet, precisely, whet muanyfacturing 


Costs? 

4 Of the goods sold in the Province of slberta. 

f ianufacturing Costs of the goods sold in the Provigce of 
Alberta: 

4 PS bi LS) Corre chs 


In the Province of Alberta you sold a lot of gasoline 


&> 


made at the Calg ry Refinery‘ 
4 Thetis. rights 


As well as other petroleum products manufactured at the 


ay 


Calzary Refinery: 


4 Yes. 


RW) 


And solé in the Province of Alberta‘ 
A tes. 
. They will appear on this schedule in sxhibit "2el"y 
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James McGrath. ~8501- 

A Yes. 

G Phen you sold a lot of lubricatimg oils that you brought 
in from. Sarnia? | 

A TMiewiis rignt. 

% “111 thet appear? 

A Yes. 

A In this Schedule 3 of Marketing Costs‘ 

4 Yes. Manufacturing Costs of lubricating oils. 
OrmwisshioLt "2eler 
Yes. 

That cost was expended at Sarnia? 

Yes. 

‘hy do you show it though as a cost as egainst the 
marketing operations in the Province of Alberta? 

A As a cost? 

GQ Yes, why do you show a manufacturing cost, a cost that 
was incurred in Sarnia? 

A. As we go on you will see that the accounting department 
in charging the Province of Alberts with the cost of 
Marvelube, they show the material thetwent in there, 
so much, and the manufacturing cost is so much. The 
material is picked up under the cost of material, and 
the manufacturing cost is picked up in the manufacturing 
cost. In other words, we keep our manufacturing costs 
separate. No matter where it goes to, it is ssparate, 
always as a manufacturing cost. 

@ That is the answer. You have this, I won't say peculiar, 
except for the purposes of your own, you have a certain 
expense in Sarnia, and the whole expense is incurred 
there, once and for all, in making that Marvelube? 

A Yes. 
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Q But for ace@ounting purposes you follow thst Lervelube 


all over Canada, and you say "'e sell so many gallons 
in British Columbia"? | 

4 Yess 

2 "And we are going to assess azainst British Columbia 


a certain portion of the crude costs at Sarnia? 


4 Yes ° 

@ And the processing costs at Sarnia? 

4 wes. 

a And we are going to allocate them in accordance with 


the gallonage which they take as against the marketing 
division in British Columbia? 
4 Yes. 


4nd so on for Alberta, caskatchevan, .anitoba and 


£2 


all down to Halifax? 

my Yes. 
THE CHAIRMAN: How ean thst be accom- 
plished if some other companies make that Marvelube? 
Re ea SSD Ae But some other company 
does not. This Compeny makss it. They make it at 
carnia. 

C TH: CHATRMAN: Is the same sort of thing 
attempted all the time’ 

b No, this is just our own manufacturing. 

* Poh Tay: The same thing is not 
attempted with Vacuum Products that you purchase on 


the American side? 


A Wo, that is only our products. 
6 “het is the reeson behind that’ 
4 ‘@ always attempt ir our accounting system to keep like 


items always distinct. For instence Manufacturing Costs 
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James McGre th. hear 

never loses its identity. The cost of freight never 
loses its identity. So we know how much freight we 

paid and how much we spent in manufacturing and wherever 
it is transferred to or where it ultimately ends up, 


it always shows as a manufacturing cost. 


(Go to Page 8504.). 
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In other words, you figure, getting back to this British 
Columbia marketing division and the Marvelube from 

Sarnia, you also know the freight you spend on that Nar- 
velube to take it to British Columbia? 

That is right. 

You have a huge freight bill at the end of the year but 

you Know how much of that was spent to distribute gasoline 
to the Grands Prairie in Alberta? 

That is right. 

To send Marvelube to British Columbia and so on and so on? 
That is right. 

For the purposes of allocating ageinst all the various pro- 
ducts in the various Provinces, the freight that you did pay? 
Yes. 

But then you go further and you, well let me put this to you 
perhaps for discussion purposes, the marketing division in 
Alberta has to get lubricating oil from some place? 

Yes. 

It is not made in Alberta? 

Yes, that is right. 

They are virtually buying it from Sarnia, that is one way 
of looking at it? 

Yes. 

why would it not be satisfactory to charge them up with so 
many barrels or quarts or gallons of Marvelube? 

At the total cost rather than breaking it down, it would be 
the same thing, hr. Frawley. 

heally what you are doing in this peculiar way of doing it~--- 
Let us assume that the Marvelube. 


MRe NOLAN: You say "queer" and "peculiar", 
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now all the newspapers say "queer" and "peculiar", now 

it is our way and we think it is ne Heat WAS. 

WR. FRAWLEY: Now sonic be so disturbed 
about an adjective. Surely, let me say once and for all 
I am not using the word in any sinister sense at all, my, 
my, my, now why again? 

A Let us assume that the izarvelube or any oil for shipment 
from Sarnia to Alberta costs 450,000, a totul cost of 
700,000, and all we do is this, we take, and our account- 
ants divide up that 50 thousand and they show so much is 
for the material in there, so much is manufacturing costs 
in there and when they pick it up on the Alberta situation, 
they take it so much material and so much manufacturing cost 
and therefore that manufacturing cost always remains as nan- 
ufacturing cost, it doesn't get into the cost of material. 

Q, So that you actually in, you actually charge against the 
Alberta marketing Division ao certain portion of the employees 
wages in the refinery at Sarnia that went to work on Marvelube? 

A The cost of the ijarvelube. 


& That is all rights--- 
a THE CHAT fis N: I suppose the same applies to 


your raw products, that is in the cost of manufacturing, you 


keep that separate? 
A That is right. 
So that you are able to give and show what you pay for crude 
ever ywhere? 
A Theat is right. 
Q hike FRAWLEY: All right, Mir. iicGrath, before 
we start to examine this Schedule 6, I see a letter, just 


near the wora "1938", does that mean anything? 


A No. 
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Q Let us take that out then, all right, iir. MCGrath? 

A Well on Schedule 3 we show total nanufacturing costs of 


g1,219,994.85, that is up above here, about half way 
down, 1,219,994.85, and then the next three items are 
the same as were shown on Schedule @ of the Calgary ke- 
finery. 

Q@ First of all the g1,219,994.83 is exactly the same as ap- 
pears on Schedule S$ of Exhibit "280"? 

A That is right for the Calgary hefinery. 

Q and it represents the cost of refining the total barrels of 
crude charged in 1938? 

A That is right. 

Q Namoly; 2,855,528 gallons at Calgary? 

A Yes. 

Q And then? 

A The next item $19,384.75 also appears on the Calgary state- 
ment. 

Q And that on explained to us before was, principally the 
processing costs, the costs of processing Ioco naphtha at 
Toco, British Columbia, it is she same thing us we have 
been talking about, it is manufacturing costs of that and 
the solvent oil from Sarnia? 

A hat is right. 


Q Yes? 
and the next item is also shown on Schedule 6 of the Calgary 


Fefinery, the Be A. processing 286,898.25. 

Q which you are taking away from the total manufacturing costs 
at Calgary? 

A Yes, that is starting at Calgary and when we get down here 


we make an assignment to the various Provinces, we started it, 
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80 it would be easy to follow the thread of it. 

Yes? 

Then the next item is §:16,914.76, that also appears on 
Schedule 4 of the Calgary Nefinery. 

Yes? 

Now starting from there we get processing costs of products 
sold in British Columbia (34,708.06; that is the processing 
or the manufacturing costs of products which were sold, of 
the products which were sold in British Columbia, Calgary 
products. 

Calgary products? 

Yes. 

That is the cost of processing at the Calgary nefinery the 
cee ewan you sold in the British Columbia marketing di- 
vision? 

That is correct. 

Yes? 

The next item is processing costs of what we sold in the 
North west Territories, it is »238.05; the next is what we 
sold in Saskatchewan, ¢£193,022.94; the next what we sold in 
the Ontario marketing division, 41,304.47, so there is all 
those, those are deducted from Calgary, in arriving at the 
amount of manufacturing costs applicable to /lberta, to the 
products sold in Alberta from Calgary, leaving us a figure 
of 4 705,496.07. 

I suppose somebody will ask you and I may as well ask you 
now, that stuff you send to Ontario seems to be rather a 
long way, what was that? 

I think it was a special tie treating oil. 


A special tie treating oil? 
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A I think so 

@ Yes? 

A Then to that we add the processing charges for finished 
products shipped into Alberta from other refineries, 
@105,506.57. 

Q Just to make this point understandable, what you are doing 


is you are adding up the items which follow the item of 


G1,219,994.83? 

A Yes. 

q DRG herp G nadir va, OF 4; 5, 6, 7s .\you add the next item of 
g19,584.75? 

A Yes. 

Q Then you deduct the total of the figurss in red? 


A That is right. 
And that gives you §705,49%.07? 


& 


A Yes, that is the Calgary refinery processing costs appli- 
cable to the Province of Alberta, what was sold in the 
Provinee of Alberta. 

Q Yes, all right? 

A And to that we add the processing charges of products ship= 
ped from other refineries into the Province of Alberta, 
¢ 105,506.57. 

Q What is that? 

A To that we add the processing cherges for, on products 
shipped from other fefineries into the Province of Alberta, 
105,500.57. 

) Give me an example of that, it is always easier to under- 
stand if we have a concrete example, siarvelube again? 

A Yes, ilarvelube shipped into the Province from Sarnia. 


Q Lubricating oils and things of that sort? 
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A Yes. 

Q Then going back to the y19,484.75 which v-s shipped into 
the Calgary Refinery, that was progessing costs for the 
stock shipped into the Calgary Kefinery? | 

A That was processing costs of the stock shipped into the 
Calgary Refinery. 

Q Rather than shipped into the Alberta marketing division? 
That is right. 

Q But it is an addition to the mamfacturing costs though 


for the Alberta marketing @ivision? 


A That is right. 

Q, Because-<- 

A Part of it is, yes. 
PerteoL at) only? 

A Yes, because that would be distributed probably some in 
British Columbia and some into Saskatchewan. 

i) But what we find here in the 19,584.75, is a proper ad- 
dition? 

A Yes, that is right, that is a proper addition to the re- 
finery . 

Ks Mr. McGrath, the (19,384.75 is a total af the processing 


costs on the blending stock from other refineries which 
went into the Calgary Refinery? 
A Lhat is right. 


All right, and which products from that refinery found 


2 


their way, some into British Golumbia, some into Saskatchewan 


and sc on? 
A That is right. 
q Then why have you got it all added into the Province of 


Alberta marketing picture? 


A It is added into the Calgary iefinery picture and then we 
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deduct from the Calgary nkefinery picture the products for 
British Columbia and Saskatchewan and so on. 

Q What weit, of the $19,284.75, what went into British Gol- 
umbia has been, that appears and is taken out, among other 
things, in the item 444,768.06? 

é That is right. 
ithe NOLAN; I wonder if that has been 
made clear? 

Q MR. NOLAN: As ZI understand it that 
@19,384.75 item represents for the most part those goods 
Shipped from Ioco and consists of those products which you 
get from Ioco, and solvent oil from Sarnia used, as you 
said yesterday, to complete the refinery operation at Cal- 
gary? 

A That is right. 

a) That is the way to put it? 

A Yes. 

Q MR. FRAWLEY: If it will make it less con- 


fusing, let us go back to the Calgary Schedule 3, we have 
a total there of ($936,566.59. 

ike NOLAN: Just a moment, that is the 
total manufacturing costs of the Calgary Refinery? 


A That is right. 

Q MR. FRAWLEY: Yes, now let us go to Schedule 
3 of Exhibit "281", going down to the item of the red figure, 
w16,914,76, if you stopped there and added up that column, 

it will add $935,566.59, you see, that is right? 


4A That is the starting point, so that represents Calgary Ke- 


finery there and from Calgary refining costs we deduct the 


manufacturing costs of the products that went into British 
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Columbia, the North vest Territories, Saskatchewan and 
Ontario, is that clear, Mr. Frawley. 

MRe #PRAWLEY;: In other words, so far as 

£ ait concerned, I think I have the idea, that item of 
processed stocke from other refineries, the (19284 676. 

2G 18 -in black? 

Yes. 

Which you are adding into your costs? 

Yes. 

That, as iir.e iiolan says, is in part the Ioco naphtha that 
came up to the Calgary .:efinery to make Lthyl gasoline? 
Pau 16 riehts so you add it. 

So you add it? 

Yes? 

Now you sold sme Ethyl gasoline in the sritish Columbia 
markets? 

Yes. 

so that so far as the processing costs, that sort of stuff 
and the Ioco naphthe which was brought up from Loco, Be. C., 
put into ithyl gasoline in Calgary and taken down and sold 
at lfernie or Uranbrook, that is why it is in red nner and 
is deducted from the Calgary manufacturing costs? 

That is it. 

All right. Wow how much more have we to say about this 
Schedule 3? 

Well there is an item there, Ualgary nefinery processing 
costs applicable to the Province of Alberta ¢705,493.07 and 
we add to that the processing charges for finished products 
from other refineries, such as iarvelube and that sort of 


stuff, of .105,506.57, showing the total cost of manufactur- 


ing for the products sold in Alberta of 810,999.64. 
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If 1 might make the suggestion to the Commission, and it 
may bc a good thing to just adda these words, just as you 
have said, "The total for the Province of Alberta of the 
products sold in Alberta", that is what those words, 
those words might be added with sme benefit, "of the 
products sold in Alberta" is what this last figure repre- 
sents, is that not right? 

The munufacturing costs, yos, for the products sold in 
alberta. 

The manufacturing costs us the Schedule shows for the, of 
the products sold in Alberta? 

That is right. 

wherever they were made? 

Yese 

All right. 

THE CHATiUwN: &£t this point I think the witness 
may and we do desire a short recess. 

(A short recess of five minutes was here taken) 

Mite FRAWLiY: All right, ir. kieGrath, you 
might now go on, we had reached Schedule 4? 

Yes. 

And just about to discuss schedule 4 in uxhibit W281"? 
Yes. 

WHowwhat has this to do with? 

The first item on here is cost of products sold fnom the 
Calgary Refinery. 

Perhups it would be useful in a word to state what this 
Schedule seeks to establish? 


This is the cost of erude and mnaterial for the Province of 


Alberta. 
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Q You want to find out what the cost of the crude oil and 
other blending materials in the products sold in Alberta, 
wherever they came from, was? 

vs) That is right. 

Q You have told us in Exhibit, in Schedule & of this Ex- 
hibit "281", what the manufacturing cost, the prcoessi ng) 
cost was? 

A Yes. 

Q Of all the goods sold in the Alberta marketing division, 

that is the Province of Alberta? 

That is correct. 

wherever those goods came from and whatever they were? 


That is correct. 


a. Ste 2 ie 


And now you are attempting to show us what the cost of the 

crude oil and other materials in those goods amounted to? 

A That is right. 

Q, All right, then the first thing is the cost, this kind of 
Gost, nO, no, with respect to the first item that is the 
same as Schedule 4 in Exhibit "280" the total figure being 
on Sheet C in that Schedule? 

A That is right. 

Q All right, then would you read it into the record? 

A 74,509,505 gallons and the amount of money is $4,222,920.99. 

Q Yes? 

A That is the total cost of materials, crude oil and material 
for the Calgary Refinery and that will agree with Schedule 4 
in the Calgary Kefinery, Exhibit "280". 

Q Yes, now it is perhaps clear enough but just to make it abund= 

antly clear, in each one of these items, take the first one, 


cost of products sold from Calgary Refinery? 


A Yes. 
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Now in each one of these, these words might be written 
after that word "cost", "cost of the crude and other 
material in the products sold from the Calgary khefinery"? 
Yeas you) could put! thet in. 

You sec, sire Chairman, and that is, you have given us 
§4,800,920.997 

Yes. 

Now the next you are taking away somothing, taking away 

tho cost of the crude oil and material in the deliveries 

to British Columbia, 2,717,988 gallons, costing $140,074.92? 
Yes. 

Yes? 

And the North West Territories, 797,385 gallons and the cost 
@i39 ,1l02.19. 

Yes? 

And Saskutchewan, 12,442,461 gallons, $833,560.91, and 
Ontario, 274,566 gallons, 5,#18.70. 

Dollars? 

Dollars, thst leaves a net of , 58,287,108 and 34,104,964.27. 
Mr. iicarath, LT am only thinking of the record when i am 
putting in this, you had better say gallons and dollars? 
58,287,108 gallons and the amount of money is $3,104,964.27. 
That represents the cost of crude and material which was 


used at the Calgary Refinery and sold in the Province of 


Alberta. 

Yes? 

Now in addition to that the Province of Alberta received from 
other refineries materials amounting to, materials 2,741,835 

gallons, costing $401,526.84, and also imported oils and mis- 


cellaneous merchandise costing $301,174.d2. 
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Q That is .just of course the full cost? 

é Yes. 

Q The complete cost of that item? 

4 Yes, and those latter two items addcd to the Calgury portion 


applicable to Alberta, gives the total cost for the Province 


Of Alberta of 4:3,807 ,665.43. 


a That kind of cosit,, the cost of erude oil and other materials? 
A That «ha wight. 

Q Now the next Schedule is & memorandum Schedule? 

ra) Yes. 

4 42nd the next again, Schedule 6, is a nemorankum Schedule? 

A Yes. 


But you want to discuss them because you do siention them in 


& 


the final Schedule, namely your summary? 

A Yes. 

Q MR. PLOTiINS: luay LI interrupt as to this 
last statenent? 

A Yes. 

Q MR. PLOTKINS: The cost, when you say "cost", 
the figures are based on the posted field price of crude? 

f That is the starting point. 

Q Not on the net price to the Imperial 0i1? 


4 Oh absolutely, that is the starting point, i.r. Plotkins. 


Q You start with the posted field price? 
4 Yese 
s) Re FRAWLEY: Of course that is the cost to 


the Imperial 0i1? 
é That is right. 
Q Becuuse you purchase your crude from the Royalite and pay the 


ROyalite the posted field price? 
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That is right. 

So that the only other advantage is the advantage as a 
shareholder of Royalite? 

That is right. 

WR. PLOTKINS: sell is that the true fact, 
Mr. MeGrath, I moan in your accounting department, is that 
the way you treat it? 

That is the way we treat our Imperial Oil Account. 

Mr. Frawley said that the kovyalite being your producing 
division, any profits that you have or derive from that 
producing division goes in as profit but as & matter of 
fact your records are not treated that way, I mean you 
ascertain what is the actual cost of producing a barrel of 
crude oil by Royalite, so that you can take that into con- 
sideration in your manufacturing costs, is that not so? 

We start on here with the posted field price. 

I Know in these figures that is a matter of accounting? 


No, not in the Imperial Oil's accounting, no sir. 


(Go to number 8517) 
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MR. FRATVIEY: AAg Tent « 
The next Schedule is 5 and it. shows the effect of the. 
value received, of the selling price reductions on 
June 21st, 1938.-. It shows had that been in effect 
Since the first of January, at the correct 1938 
figure, that there would have been a reduction in 
income of 8125 ,694.16. Theat is similar to the 
statement that we worked out for the Calgary refinery. 
Sehedule----- 
MR. NOLAN: it isthe new-No.6G. 
MR. FRA'TBY: in Ex ipL praca? 
NOs 0% That reflects the effect on the Calgary territory 
and this reflects the effect on the Prevince of Alberta. 
NeW. eucy LOOK ab it for’ a moment. Schedule Sef 
Exhibit "281i" means that if the adjustment in the price 
Pee TOme aa hie prtee. that “ra°in the selling price? 
Pes. 
You mean the refined product selling price had been 
reduced on the first of January, 1938, and had heen in 
effect for all the year instead of the last half of the 
year? 
Yes. 
Your average gross return on your marketing gasoline 
would have been 18.32 cents? 
That is right. 
and on your jobbed gusoeline 11.03 cents? 


That is right, and our gross income would have been down 
(125,694.16. 
tn other words, your gasoline that you sold through your 


OWo .aGrlities adic bring a@ gross of------ 
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An average of 18.70 cents. 
Whereas it would only have brough t 18.32 cents? 
That would have been the average. yes. 
Which means you would have beén----you would have taken 
a loss or that you did take a loss of----well, yes,’ 
your gross returns would have been $125 ,694.16? 
MR. NOLAN: More? 
Less. 
MR. FRAWLEY: For 1938, would have been 
that much less? 
ie Seanthev is Tight. 
Li eriehte 
Schedule 6 is depreciation in inventories. That is the 
loss in the inventories we had on hand on January 5th, 
1938, when the price was reduced and the effect oF it 
WHS, 126,578.23. That is similar------ 
I would like to give you this, just a little variation 
Of this»Gehedule 6. It is all here in these figures. 
The cost of finished products on hand as of the 3lst of 
December, 1937, using 31.52 erude as a basis, was 
&1,248,825.55, I would like to show you those figures 
so we will get it on the record. This is another way 
of expressing this Schedule. Schedule 4 (b) in Exhibit 
"ego", Tookset sheet (b) of Sehedule 4 of Bxhibit™2e0"? 
Yes. | | 
You show a total inventory of $1,655,078.05, and you 
subtract the amount pf ened niehed stocks, $406,252.50. 
That is a correct calculation, I mean the correct way of 
Cotngei te: Ls.it? 
No, I would say that applied to the whole thing. Because 
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you will notice Schedule 5, Mr. Frawley, that we show 
the loss on the finished product and the loss on the 
unfinished product, and the loss on the crude oil. 

I was only just nicely started? 

All right, you go ahead. 

I wanted to show you where the $1,248,825.55 came from? 
Yes, that is right. 

You follow at least what we have been doing? 


Yes, oxactly. 


MR. COMMISSICNER LIPSET?T: “hat page are you at now? 
MR. FRAWIEY:; Schedule 4 (b) of Exhibit 
"2o0".. 

MR. COMMISSIONER LIPSETT: Yes. 

Ma. FRAWLEY: Now, you take that figure 


of $1,655,078.05, the total inventory, and you subtract 
the unfinished stocks of $406,252.50, and that gives you ~ 
the cost of the finished products. | 


MR. COMMISSIONER LIPSE?T: Just a minute now. Ai 


MR. FRAYLEY: Yes. 
MR. COMMISSIONER LIPSET?: Unfinished stocks, $406,252.50. 
MR. FRAVIEY: You deduct that from the 


total inventory of #1,655,078.05, and that sives you 

the total inventory of the finished products, That is 
right, is it not? 

That is right. 

tnd that is on the basis of G1.52 crude? 

Yes. 

Because it was $1.52 crude up tc the 5th of January, 1938, 


and then it became $1.30 crude? 


That is right. 
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And, as I say, $1,248,825.55. Now, the eost of the 
finished products, these same finished products on 
hand on the Jist of December, 1937, using the $1.30 
crude as a basis, would be #1,119,158.35? 

Is that by deducting the $129,000.00? 

Yes? 

Yes. 

That is right? 

That is right. 

MR. COMMISSIONER LIPSET?: Lwas, oryins. tO Tol ow ad a. 
WR. FRAWLEY: i certainly want you to 
follow me. The cost of the finished products on hand, 
that is the same finished products on hand on the 3lst 


of December, 1937, using the dropped price of $1.30 crude? 


MR. COMMISSION*R LIPSETT: Are you at Schedule 6? 
MR. FRAWLEY: No, that does not appear 


any place. It is a caleulatior Mr. Cottle worked out, 
subtracting $129,627.30 from that first figure I gave 
you of $1,248,825.55, which is just precisely what you 
aids, Yours looked so very eryptic that I thought it 
would sound better, at least to me, I may not be nelping 
anybody by doing this, but you follow what we are trying 
to do? 

Yes. 

And this drop in the value of inventories was $129,627.30? 
Yes. 

That is deducting one valuation, the actual valuation? 
Yes. 

From the assumed valuation, and you get a drop----- well, 
hat 2S 2,drop,in the value of your inventories, 


#129 ,627.30. And in addition to it being a drop in the 
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value of your inventories, its usefulness to us is that 
it is a decrease of the cost of manufacturing? 

It is a decrease in the value of those inventories, yes. 
it is a decrease in the cost that they stand to the 
company? 

That is right. that is of the inventoried. Let) me be 
Cieer, is Ghat the $1,119,000.00 figure? 

81,119,158.257 

well, the products would have been charged at that 

at that time if they were on the reduced crude price. 

And that is what Schedule 6 is really attempting to show? 
Yes. 

What the drop in the value of the inventories was? 

Yes. 

Ani the use you make of it ultimately in this Exhibit is 
it shows a decrease in the cost? 

That is right, or an increase in the profits. 

Do you want to say anything more about Schedule 6, as 

you have done it? 

No. 

One question I would ask, which is for use at some future* 
time, that amount of inventory depreciation applicable 
Tomthevrrovinee of Alberta? 

Yes. 

Of $162,272.09, we would like to know how you arrive at 
that? 

The total for the Calgary refinery was S201 940.59), Of 
which the amount that applied sold in the Province of 
Alberta was $162,272.09. 


Yes, on what basis? 
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MR. NOLAN: On the basis of what was 
sold. 

A On the basis of value, the cost of those products. 
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MR. FRAwLSEY: tf understand that the 
$162,272.09 is a portion of the total which is found 
above of $201,940.59? 

Yes. 

How was that figure arrived at. It is a result figure? 
Aoresult figure. You want how that was determined, 
$162,000.00. Well, you asked me this morning for the 
details of that Schedule and we can put on the details 
how that sum was arrived at, Mr. Frawley. 

I asked you for the detail of the Schedule in Exhibit "280"? 
That is the same. 

All right, if you will give us the same information with 
respect to Schedule 6 in Exhibit "281"? 

Yes. 

FAM iia gs Men orig 

And the last statement is a comparison of the income 

and expense for the Province of Alberta for the year 1988, 
and do you want me to speak----- 

It is two things, it is a summary of the expense for 

the year 1938? 

Yes. 

And thon it compares with 1937? 

That is right. 

You might run through it to just show----- 

The first figure in 1938 is gallons Sobd, 580 a50); 7 ig 


and the details of that are shown in Schedule 1, sheet G. 
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Yes? 
Gross income, $8,539,887.76. That is also shown in 
sheet G, Schedule 1. . The freight is $1,595,666.25. 
That is also shown on sheet G of Schedule 1. ‘he gales 
tax, $353,851.96, is also shown on schedule 1, sheet G. 
Packages, 3110,045.18, is also shown on Schedule l, 
Sheet G. Marketing costs, $1,025,448.90 is shown on 
Schedule 2, sheets (a) and (b). The manufacturing 
costs is shown on Schedule 3, amounting to $810,999.64. 
ihe cGost.of crude, materials, ete., $3,.807,665.43 is 
shown on Schedule 4. The income tax, $185,688.65, 
peaving a7net provit for the Province of Alberta of 
3650,521.75. «and below that are two memorandum schedules 
Soand oO, suowing the effect of the price adjustment! in 
June, which was $125,694.16, and a depreciation in 
inventory of $126,572.23, leaving $651,399.82 after those 
adjustments. 
Just a second. I thought it might be useful to compare 
your profit before income tax in the two years, because 
there again as we found in Exhibit "40" there is really 
a tremendous difference between the two years' operations? 
Yes. 
IT have this added, Mr. McGrath? 
all right. 
En 1937 it is $121,084.55? 
That is about right. 
Profit before income tax? 
Yes. 
And in 1938, $826,210.40? 
That is right. 
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4nd comparing those two figures, just looking at it 
there, Mr. McGrath, for the record, to what do you 
attribute the big diffcrence in. the profit in 1938 
over 19372 
Well, one thing is the volume, Mr. Frawley. Just offhand 
there is the increase in volume. 
8,000,000 gallons increase in volume? 
Yes, with the same marketing costs and then there is a 
reduction in the manufacturing costs of $200,000.00. 
Yes. $200,000.00. You say you pick up $200,000.00 in 
your decreased manufacturing costs? 
Yes. | 
That is $200,000.00? 
Yes. ; 
Ye have about $700,000.00 to account for? 
Yes. Well, the increase in business there, I do mt know 
how we could determine----- 
Mr. Cottle vnoints out the cost of crude, or the decreased 
cost of crude accounts for about %500,000.007 
Yes. 
And your gross income is only about $70,000.00 more. 
Yell, these are just obvious comments on the statement? 
Yes. 
Is there anything else you want to say about it? 
No. 7 
again, it looks as though the effect of what you---well, 
I do not know how to describe .t, but anyhow the effect 
of the price adjustment from your own figures as against 
the depreciation in inventory about washed this out? 
Yes, that is right. 
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So that your net profit was about the same? 

About the same, yes. 

in eny event? 

Yes. 

Now, that is all you can say about Exhibit "281"? 

Yes. 

and that is the only evidence that you have prepared to 
Submit. tS iit) pot? 

Yess (Il will have’ some more in the morning, Mr. Frawley. 
THE CHAIRMAN: Lido tnot think we will 
Open up a new subject to-night or a new examination 
to-night. You might discuss with Mr. Nolan as soon 


as conveniently may be, these statements that you want. 


MR. FRAWIEY: bigetel: 

THE CHAIRMAN: No doubt if Mr. Nolan can. 
he will----- 

MR. NOLAN: The arrangement is that 


Mr. Cottle and Mr. Halverson, and well, we will all 
Cale wero ye rm. 


THE CHATRMAN: Very good. 


(At this stage the Hearing was adjourned until 10:40 a. M. 


7th June, 1939.) 


6) m4) OO we a es) ON, 6 4: OO) se 


i Mh Shae 
i Ms A eae 
| a aA : \ i 


’ y A Vs ' 
ih \ , i 
[oR e\ ve %y 
t ’ Lobe uy ead Ney P 
a ee wegney wd ra Reve 
Peel ’ ie aH asa ee 


ir 


=k 


Be gs Ne Sel 


vas 


EISG Ss OE OE ae 


ge ani aaa eect ol VRE eae A pees nial 
Cea de Bog STEER OS OE i. 


Ra ao er ee ae ee ee i ne 
Ry ay Si Se 8 ae Ye ES 


hos Ba fs 
1 aAS / ine 
AM! i 
i k 
is 
iy 
7 j 
\, ' 
ef 
j 
44 ; PP 
an wai). 7 Oa 
) | 
i ) ' 
Hl 
Th 
j < 
A f 
a 4 
4 Le 
Paro 
| | ' At 
\ vii 
‘A 
, 1 ah 
‘7 
i x ) { A 
i yeh , 
t awe , 
Pi rear is ; 
; 7 \ ! 
f \ 
i hes vt fc 
nhs Ny ' 
4 a fy, ; 
‘ an at A 
mye ‘4 
A 
i 


|BERTA LEGISLATURE LIBRARY 


Mone Province of Alberta 


IN THE MATTER OF THE PUBLIC 
INQUIRIES ACT 


_ —and— 


IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


Commissioners: 
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—and— 
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"283" —- Statement prepared by Imperial Oil 
Limited showing the estimated refinery 
throughput at Regina Refinery, to supply. 
various refinery territories based on 
various Turner Valley field prices. B543 6" 
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BIRD eae Nes Vw. Chairman). 2 had expected, 
as was jatimated yesterday, that Mr. McGrath would go on 
this morning with what he has referred to as his "Srread 
Statement", Showing the amount of the refinery spread but 
this morning Mr. Nolan tells me that it is quite impossible 
for Mr. McGrath to go on, and perhaps Mr. Nolan has a word 
to say about that... It anrears inevitable that there will 
have to.be a Short adjournment because, with Mr, MeGrath 
not ready to go on, I am taken somewhat by surprise, for 
‘Which I attach. no particular blame at all, because a 
anpreciate these eee very difficult, but the fact ts, 
however, that I am taken by surpriso and have nothing to follow 
on with. 
oe aOLAN: | Mr. Chairman , aS) 0) uneerscand (ibe 
ise ecresuSoalemenpy2s),a most complicated affair, and Mr. 
McGrath has expressed a desire, and I think Mr. Cottle is in. 
accord with 4t4:.that it should be, discussed between them 
before it is brought before the Commission, not that itis 
being prepared in collaboration but that they should exchange 
their views on it before it is finally put before the Commission. 
Now, there has not been an opportunity of doing that before 


this time, and in spite of our efforts, and we have been making 


great efforts; as you know, sir, it just hapnens that this 
discussion between these two sentlemen has not yet taken place, 


eno Tt think ot would be of great assistance tothe Commission 
if that were done before the document was formally put in 


in evidence, 


TH) CHAT RMAN: And what is the sugeestion? 
" Me. FRALEY: “ell, it is suggested that there . 


will haves to be’an adjournment, Mr. Chairman, and whether -I 


ask for 1t°or ty friend. swiss es 
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THE CHALRMAN: i matvers: not. bub tor 
how long? 
rt eRe. TRY a: Just a minute ago, we 


were talking about that, whether or not Mr. McGrath 
could get the statement into shape by 2:00 o'clock 


or whether he would have to have the whole day to do it 


a 


MQ. NOLAN: Tt is 2 question more of 
collaboration with the Commission accountant than it is 
in coiling the actual work. 

bade Fae Lys Yes, everything altogether, 
ord oe oan Wuer proparing. it ; Wee Tear ay Mela 
you think now that cannot be done this morning , they 
seom to be agreed, Mr. Cottle and Mr. MeGrath SOU a) 
De agresd that ib cannot be done this.morning. 

THE CHAIRMAN: Now, you are asking for 
an adjournment until tomorrow morning. 

Di. ok hoe That is what it would 
appear to be. However, Mr. Flotkins has a statement 


to make, Mr, Chairman, at this time. 


ToS CAAT SMAN: Yeo, Nr. FPlrotkins. 
ie LOT ein: Liwano Go) read it, the 


statement, because I have thourht over the words so 
that they-:will have the proper import, I am now ready, 
Vee chow iMaAm, “Ougiscuss, 2, make available ,to the 
Commission evidences and information covering Ay party com 


tie mMaveers 1 favs dealt with from time to time, on which 


I was kindly permitted to defer answering. To do this, 
it will requires making available to the Commission 
documents and calling witnesses to give evidence, and 
to permit this to be done, I hav: disclosed’ to the 
Commission Counsel and made available to him the facts 
that are to be dealt with and I respectfully ask that 
this evidence be proceeded with at the carliest moment, 


and that the documents that are available be procured. 


Te) 


‘aed toe 


ae mit 
e. 7 ’ st ak, i. 
ay m te Sia» a - 
ae 
> 
rae 
ert yee st f 
eae 
ees ties 
. wera = 
‘ Wy 
at . 
j 
Cn 
me : Bikes Sa raed tee | ed) 
“ we BS Ml seas  ipie mes 4 - yah? ~ ¥A ‘ My 
i Phy. “| a n : i z ; 
t saree ed : , bed , - 
a8 es * ie Ais 
¥ by. Dy Fest f + iss <A f 
apie Oe a oe . oe TAs lay ney : meee’ 
A nr at awe arena Sy i alors f ’ % 8 i 
Dl GEA See EN CAN Nag SY e 2 An eer as 
Ris caret ‘gig eh * ‘pak 
> + 
7 v 
Be in ial 
eo ae * 
° 
P - ' Wie fe 
me eas . ay ‘ ce 
LE awh ese 
a ee Deas ry ek ea hg he T eG: 
Se tg Gis 
t 
Re AE 
(eas es 
eo ae 4 Rie . 2 
t a bi "2 "7 " 
5 h 4 . 


ore a | , % ‘ites 7 Gy 
ete ngs ai i 4 3 c ceo) aM ny a a fuheg ty sith ot 


i” 
Y 


Pa acid 


Now, I want to add to that a few remarks. Ths position 
Gaal rine mysely in with respect to the Conmmisst?on 
COMmocivisye Cater oult jone.. Tam eatin to procure 

him evidence to implicate, possibly implicate, Some of 

his chiefs and under the circumstances, Mr. Frawley has 
requested me at various tiines, and I suppose with propriety, 
to disclose all the details. “Yell, we have submitted memoran- 
dum after memorandum on, it was only general matters, and it 
Seoms LO me that Mr. srawley is placed in a very difficuls 
poSition, and to obviate that necessity of disclosin: all 
the details, I think that the Sommission Counsel should 
permit the witnesses to go on and the information to be 
dealt with fron the witness stand and not ina private 
office, and the documents that are necessary to establish 


Weve ate OrOCiranio and) Lnink that-is the function’: om 


the Crown. 

19 ars, imputing dishonest 
eves ear a mesmo oO. chau, have fell * right’ arone 
(ab sctenG, trom ule icbart, 10 was the duty of the Grown 
DCL My suty. ditucr 1) hed made ‘available to'him, the’ Counsead, 
the Commission Counsel, the information that J] based 
Bsserp1ons On i felt tt was his duty to go to the troupe 
and expense of making available to the Commission through the 

proper authorities the material which was available, to 
establish or not to establish whatever I was attempting 
to do, and I have spent wesks and months to try_to bring 
about or disclose through cross-examination some of the, 
the bases-for some of these things, and I feel that "rom 
now on the work should be the Crown's; on the other hand, 


T quite realize the Commission Counsel's position, and 


when we are connectins or mentioning names,which we were 
forced to, uader the circumstances, tc sstablish the truth 
of the statement, and these men are directly ths enyvets'. 


st stands to reason that they cannot be judging themselves, 
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So that under those circumstances I would certainly 
like the Commission to gives these matters some considera- 
tion and advise me as to what I should do. 
Rika ALS Veal, Mr. Chatrmanis 1 Name 
been Sup-lied by Mr. Shaw with a memorandum which is not 
a very complete memorandum at all, and one which will 
probably serve a purpose, which would only servethis 
purpose , that I would begin where Mr. Shaw left off ana 


brief the evidence of the witness, Miss MacAskill, presum- 


Ine sheewi li bera witness. T still have to make that 
g2ctsion Which is’ an important one, how far’ she is "ta 
be a witness? It now appears it is inevitable she will 
be a witness, 

Now, I have not received 
eee Cerrone wor ner evidence... (if) Iam to assume 
POyelTo DOs Ollity au all tor her evidence. Mr. PlLotkins 
Noiew mprocseo WHOn mel vne) necessity of her securing \cervamn 
Cocwmeute and Ne Speaks’ of the Crown. The Crown, of \coumse. 
Rowecie ro war la wenanoat) bie, Crown in this capaciiys 
faC nL merely nave Che PuplLicysnguiries Act, with acs 
Cesereceeo Moe ULecror Court, (voOruse Lor the purposes 
of obtaining documents, and what I proposed to do was 
Cenc olen ye ecurunewns /Comission Counsel, cecause 
these documents, as Mr. Nolan perhsps knows and his client, 
are documents within their, contyol, and I proposs Co, give 


the matter some further consideration, and probably in the 


Pesuls Tequect Mr, Nolan to mroduce certain documents: 
failing which T presume the other course of subnoening 
one of the officers of the comnany with a subpoena, 

would have to be resorted to, but I do not presume for a 


moment that that will have to be resorted to. 


Now, tr.) Plot kins. comes iim 
wit a new suzgestion which is quits new, quite new, that 
the witness should be allowed to go on the stand without 


any briefing by me. As to that I am Quite content... okt 
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simply msans; I take’ no responsibility) and I think’dt “ds 
quite the proper attitude on my part to agree to let a 
witness go on the stand, this is a public inquiry but there 
still is, as I understand it, the question of getting the 
documents and that still requires the use of me I presume 

as Commission Counsel in Some respect. Now it is just 

a question whether or not the documents should be procured 
first or the witness go on the stand. In view of Mr. Plotkins' 
latest remarks I am rather inclined to leave it in Mr. Plot- 
kinst hands and let him call the witness or witnesses and see 
how the thing develops. That seems to be in his mind as I 
gathered. He seems a little vague about it. De aid? not 
quite grasp his suggestion. if tne “witness: TS vorec og 

and documents are referred to and mentioned then they will be 


procured and I presume the only person authorized to issue 


ay SuuMmonsof any kind or any, directions in, the way sof sa 
notice to produce is myself or the Commission itself, 

all I do is simply name the Commission; I am quite agree- 
able if the documents referred to in the evidence, to be 
concrete, if Miss MacAskill went on the stand now, I under- 
stand she is in the Court,My Lord, and made mention of 
certain documents and they appeared to the Commission to 

pe. pettinent torsthe inquiry; then, 1. think itywould.be quite 
proper then that I wouid be the instrument through which 
the documents were brought to the Commission. It now 
appears that that is what Mr. Plotkins desires my function 
to be and I would rather not say anything about that. The 
commission understands my position here and are quite able 
to agree or disagree with Mr. Plotkins' submissions in that 
respect, 

MR. PLOTEING; T do not want, I do nol tink 
Vr. Frawley has quite understood my position, T do not want 


to call the witness, because I feel the witness should be 
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put in the position of a Crown witness because after eid: 
this matter, as I see it, is not going to Stop here, the 
facts that will be disclosed will be of such a nature 
that I have no doubt they will not stop here so that I 
believe that it is the duty of Mr. Frawley as Commission 
Counsel and also as the representative of the Attorney ” 
General, to satisfy himself first as to the basis of the 
charges and see, - and I think he has already done that 
because he has already made, consented to have Mr, Shaw 
examine Miss MacAskill as a Crown witness and I certainly 
Would ove vand iteel that at is the nosition to, nut inne 
witnessé6s in, that is to give them the protection that they 
Should have, in dealing with these various matters, 
THE CHAIRMAN: Jell Mr. Nolan, have you 
anything to say? 
MR. NOLAN: Nothing. 
THE CHAIRMAN: | Yell Mr, Plotkins, let this 
be understood, we are conducting an inquiry into those 
matters which are covered by our Commission, 
Mie, PLOTKING: Yes. 
THs CHAIRMAN: Nothing more, nothing less, 
Insofar as you have witnesses who may offer evidence that 
is germane to the subject that we must inquire into we are 
glad to hear them. There is no such thing as ™ Crown 
witnesses" here, Ye are not conducting a trial. We are 
Sitting as Commissioners inquiring into those matters 
which are asSigned to us to be inguired into by our 
Commission. You. say you have a number of witnesses, 
You say that for reasons which seem to you sufficient you 
think you should not go into details with Mr. #rawley as 
to what their evidence will be. I do not think Mr, Frawley 


is particularly anxious to know in advance what the evidence 
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is that is to be offered. On the other hand he is not 


taking the responsibility of saying to us that he is 


introducing a witness whose evidence is. relevant if -he 


does not know what it is, 


‘Now you are perfectly free, 


as anybody is, to call witnesses before us, If their 


evidence is relevant we will hear it and give such 

woieht to it as we think proper. If it is. irrelévant 

we will stop the witness from proceeding because we are 
not here to hear matters which are irrelevant to this 
inquiry, nor have we the slightest intention of taking 
up time in so doing. Now I do not yet appreciate your 
difficulties, If you want anybody here and if you want 
to assert on your own responsibility that their evidence 
is relevant you can get a subpoena for their attendance 
Tey OUMreduire io. Li they’ will come voluntarily you-do 
ROO require riot course. (‘There isi no reason, why vou 
should not invite them to step into the witness box 

and be Sworn like anybody else. There is no magic in 
going through egal to the Commission: they will 
get exactly the same treatment whether they do or whether 
Ley a0) Ob. We are not refusing to hear anybody without 
they first see Mr. Frawley in this inquiry. TALS ony 
a convenience to the Commission that witnesses nut their 
evidence before Commission counsel because he is better 
able than the average witness to determine whether or 
not their evidence will be of assistance in connection 
with the matters which are of interest here, 

That is the purpose ef that. It would be an almost 
insurmountable task for a Commission to proceed with an 


inquiry of this character without the assistance of 
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CommisSion Counsel. He does work that they cannot 
possibly do and at the same time hold the inquiry, 
Now Mr. Plotkins I see no difficulties in your way 
at all in having any and every witness you want here, 
whose evidence is relevant, - if it is not we will 
not hear it, if we think it is we will. ‘Now just 
precisely what are your difficuities, will your 
witnesses not come? If they will why bring them 
ano) A) they wii mob, if you can show any msasure’ of 


relevancy, you will get a subpoena for them, 
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Del PL es Sith the explanation 

your Lordship has just made that puts me ina different 
position than when I reauested ix. Frawley some veeks 

or some months ago to tell me what the procedure was 

in connection with bringing witnesses and getting a 
document. I understood at the time that I had to have 
his permission to do so, and naturelly since that 

ruling was made some weeks or months azo I have 
endeavoured to the best of my ability to make known te 
him matters I intended to deal with and assure him 

they were relevant. But if now I am able to eall 
withesses and have them produced and to have documents 
PeeCUCcea well vor course, I seé no barrier to carrying 
One 

THE CHL IRMAR: I see none. You suggest 
that Mr. Frawley is put in a dilemma in being as#ad to 
exsemine evidence concerning those vhom you describe as 
his chielT ior chiefs. Now Whatever Mr. Frawley may think 
about it, we have no gesire to embarrass him but evually 
we are no respecter of persons, end you will get the 
Subpoenes when we are satisfied th-t subpoenas snould 
issue. ‘se are not subpoenaing the vhole town, but 

you have only got to show a prima facie case that 
there be persons Who can give relevent testimony and you 
Will get your subpeona. If you vant any documents you 
will get a subpoena cuess tecum provided that we know 
the documents will be of assist: nce to us in this 
Tioer Ge are, oot intending to enter upon elther fox 
you or for enyone else, anv personal disputes. “e are 
not having eny personal vendettas washed out before 


this Commission. But insofar as you assure us of the 
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relevancy, then we will hear you. 

Ma. PLOTKINE: Yes (Sir, thank) vou. jm 
have not tried to deal with any private matters. 

TH2 CHAIRMAN: ALL Tights: Tem \juet 
making that statement so that the air will be quite 
clear between us. You prove the relevency and you will 
be heard and your witnesses will be heard. 

Miu. PLOTE INS: . Could I ask that the 
matter be proceeded with tomorrow morning, because. 1 
have a fear that in view of the circumstances interfer- 
6nee may result. I would certainly like to go on 


tomorrow morning. 


THs CHALTRMAN: well, Mr.Frawley, we already 


heve had some informetion of the difficulties attendant 
upon getting out these accounts. e¢ have already had 
qgiscussions from time to time about Mr. Plotkins as a 
witness being allowed to defer his answers, and he has 
been mede that allowance in the face of opposition. 

Now he says he is ready to go on with everything that 
has been deferred, and he desires to support such 
evidence as he has given or will give with witness¢s. 

I think you had better consider as to whether or not 

we should not clean this up anc have it out of the way, 
while I understand those who are concerned with the 
accountancy end may be doing useful work. 


VR 


ag eens Yes. I can assure you, 
Mr. Chairman, my only diffidence at all to agreeing at 
once to go on With Mr. Flotkins' material tomorrow 

morning is thet there are some witnesses coming ana 1 


would not Like to get into a week long matter, @ week 


long examination of Mr. Plotkins' material. 4nd no one 
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can say how long it will be. Now perhaps I should 

just run the risk of that, because I am inclining 

the way I take it you are inclining, to clean it up. 

Now we can only be hopeful. This is “ednesday. “8 

have just two more days this week, Thursday and Friday. 
PePionclined to think jit. is going to be diffieul t.- 

COG Ore Sume.< js sss 

TH: CHAIRMAN: Something was said with 
much force the other day, I thought with considerable 
force by Mr. Nolan, that this delay, after attacks wade 
on men, respectable and responsible citizens, should 

not be continued. 

Mais PRA LAY $ DC Chink DuiGe no SG GG ny: 
position clearly. ;:I would like it to be done upon the 
Gondition that as sooh as lir. Legrath is ready for 
instance with his spread statement or his further state- 
ment on capital invested that we interrupt what we will 
begin tomomrow for a fev minutes and put it in. That is 
Atiwieeele Voso that it is there on the records seuwthaw 
when Dr. Brown comes Mr. Cottle and he can discuss it. 
It does not have to have the imprimatur of the-exhibit 
stamp, but we want it introduced in evidence, or be made 
available to them immedie tely. I think it may turn out 
to be rather troublesome and perhaps an expensive matter, 
Lis but. think I will take. they responsibility now 

of agreeing to go on tomorrow morning with this material 
of Mr. Plotkins. It might mean an unfortunate delay 

in the, I won't say more importsnt business of the 
Commission Aa ate but in the examination of the 


Imperial's costs. It may mean a delay in that. I 


shall have to run the risk. I agree we should not 
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delay this any more. It is street talk and newspaper 
talk, and Il am inclined to think we should fee what 

tt is all about. 

Me. NOLAN: Do I understend, itr. 
Chairman, if this matter of these charges of ™r. Plotkins 
is commenced that it will be gone a With to Lts con-= 
Clusion, because I do not think thet the idea of doing 
it_piecemeal or interrupting it is setisfectory. 

PHS CHELIRMAY: Oh no. 

VR. FRA LEY: Oh no. "hen we start we 


Will go on to the finish. It may be a Little -inconven- 


POnte thet ds ail. 


THs CHelaben: subject alveays to the 
delays that mey arise. 

Mewe OLE: Yes. 

Pea CHALRGAN ; Unfcreseen delays that may 
@risc pelore. any Court or Commission, but./1. think 10 ds 
quite cleerly our intention when we start, that it be 
finished. 

hibe NOLATs I was thinking about some 
of my witnesses. Of course this should be explored, 
this matter that yr. Plotkins brings before the Commis- 
Sion, but I have not only an accounting witness but I 
have a marketing witness here too. I wondered whe ther 
he might be excused to go away about other work he hes 
to de and then come back, if I could have some idea 

how long this was going to tske. I have my people too 
who hsve a certain interest. 

THs Gils Reval: “hat would you esting te 
Mr. Plothins, that it will teke yous You cannot, of 


course, estimste how lonz the cross-exemina tion of you 
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or your witnesses by other people will take, but how 
long would you take in puttins in your evidence 
yourself? 
5 Soerstlbit ah OF alt ea Two days. Wow we are 
going to deel with the very matters that va now have 
in front of us, costs among other things, and it my 
be that the time is not wastec at all. 
THis CHALTELEY: “@ are not assuming that 
the time is going to be wasted or we would not be 
hearing you. The very minute it appears any evidence 
that you offer is wasting time you will not be heard. 
Te aro SSsumineg it is’ relevant and of importa nce to 
us.  G€ll thea, tomorrow torning et 10.30. 
Ni. Pas Gay: Lan, VOCy 218 apo rean 
can at least go on with one witness. lyr. Brown is here. 
@ Gould heve is. Brown's evidence now on the velue’ of 
crude. 
THe CHBIAMAL: That “is very good. 


#e@eeeee38#ecee?nte#ee#e?e#8e¢ 


ROBE:T SETHUS BRO XN, 


” 


rece Llead:— 
BY eo Re ys Mr. Brown, one of the 


matters which the Commission is required to inguire 


inte and to examine is the field. price of crude. 


THe Gobet Rate hs mxeuse me one moment. 
Peer Piaea kt ‘ie cemnot just find 


that statement, ir. Browne It may turn up as we go 


Pas CHLIRMLN: ‘hat statement was thats 


tr PA Ws OR DOA a It was a statement ir. Brown 
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had in his hand when he was being examined on the 
question of the cost of production, I am assuming, 

of course, it was filed as an exhibit but it is just 
possible it vas not. If it was filed we cannot at the 
moment, put our hend on it. 


4 It is more or less hypothetical anyway. 


gS 


“@ are rather passing from the question of the cost of 
production now to an @nalysis, simply an analysis of 
the present posted field price. 

PH CHE IRMA: Mr. Frawley, we have had 
So much evidence since, I do not recall without looking 
at the evidence, has Lr. Brovn given any opinion as to 
the cost of production’ 


Matet oP Ri LSy: Ye 


id) 


A Mr. Chairman, 1 prepared a statement showing what it ves 
bn ay Opinion, but Eoealso stated that it, hag to tbe, hypo- 
thetical by virtue of the fact it was entirely dependent 
on the recoverable oil per acre and the time which it 
would take to recover it, and not knowing then two 
factors at the moment, it is just a dignified guess, 
not even an estimate. 

° THe, CHALRMAN 3. Yes, I remember the evidence 
of that character. But I do not remember what your 
dignified guess was. 

4 I think the dignified guess, without any profits, and 
4t figured out to. jl-<5 per barrel. That vas based on 
15,000 barrels per acre, and a period of eu years 
recovery. 


Yes, all right, thank you. e,. have iat ofcourse, bay of 


LD 


did not carry it in my mind what your figure was. 
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-ithout any profit. Merely the return of capital, 


Eiitwr dt oe Lae Oy Wit eet Chen) 1 ie 
certainly would be more useful izaturally, because one 
runs into the other. At the moment now, just leaving the 
question of costs and going to the simple question of 
the analysis of the price, the price thst you get 

every day? 

TES 
Pvetie so. gel your views on, thet priee. In other words, 
whether you-are satisfied with what you are getting. 

I think perhaps thst vas covered when you were here 
before; But we would like to have your views as to 
what would be the result of a reduction, in your view, 

@ good result or.a bad result. hat would be the 
mocltion —oo0nor bad, of an inerease in the posteaq field 
Oreo we ane) your views about: that. 

ie Deo aer idol tj tO express. ViSWS. ON Gite. yb 

thie i the iirst plece we have. all got to try and 
work for the good of the industry, and the proper 
development of that industry. And while, perhaps, 

being human, we ere never satisfied with vhat we are 
motting pul would naturelly like to get a higher price 
for abnescrude; but if that is not in the interests 
of the industry then I do not thihk we should hold 
Out, for it. It has besn a matter e matter of 
expanding of markets, es I understand it. 

“hat are your views on the question of expansion of 


markets, generelly, and an increase or reduction in 


price and the consequent results? 
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PVOoetol ust 2eu Your point. 

Po teeter tie Crude: is’ to £0 any further arield 
Cie ternow 2OIne, iy will heave to do so at ne 
expense of the producer. It will have to do so as a 
result of a reduction in the fileld price? 

There is no use in the producer Procucing More CLE 

and not getting any more money for it. There comes 

an economic balance in the matter and beyond that you 
cannot go. 

That is guite so. I was showing you this morning a 
tabulation that was prepared by, really by Mr. MeGrath, 
but by Mr. Cottle on the information which Mr. MeGrath 
Ssupplicd. Il think perhaps IT had better file it so we 
can discuss it. On, ir. Brown, “you used Wie Rove: 
Crest Petroleums? 

he Oo a tyorce lL well. 

Tie cs rout 

“@ took that well becaeyse we drilled it ourséives and 
there Was No contrect and ho profit in the ole cai BM Mag <= 

OD ft OnLy tie actual cost. 

Now just in answer to the Chairman, and to put this on 
tie recora et this point, Mr. Erown, filed axhibiv: "are 
Me. Chairman, which is to be found, it was filed at Page 


615” of the evidence. 


THD CHAIRMAN: Exhibit ele? 
ie Toe leit Exhibit ale. Lt is to be 


fone in Volume 12 of the Exhibits, Page 465 of the 
Exhibits volume. It is a statement of estimated preéduc- 
tion costs of Royal Crest Petroleums Limited, one of Mr. 


Brown's companies. It is based on a recovery of 15,000 


barrels per acre over a period of 20 years. Oil worth 
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ple20 per barrel and it is a 40 acre lease. He finds 

he will receive, that he will hsve an average daily 
production over that period of 98.5 barrels. That is 
detiyeas He finds that his ‘costs, his direct cost. ver 
barrel will be 91.519 cents. Those are the direct costs 
and they include gross royalties, which are 21%, on this 
well, and other direct costs such as ecidization, wages, 
Supplies, cartage, miscellaneous, administration, surface 
rights, lease rental, taxes and licences and depreciation 
and obsolescence. 

TH CHATRMAN: How are royalties treated, 
as an operating expense? 

Re FPRAUDSY: AS a direct expense: 

22S, thatvis right. 

Hey puss tnt at codec Cents per barrel out of the 9I.S19 
cents. The other large item is wages, 27.535 cents. Then 
his indirect costs, recovery of capital expenditures, 
excluding cost of leases, they are »153,215.24, or 25.536 
cents per barrel, and his cost of producing 25% of the 
totel production by artificial means at an added cost of 
oo cents per barrel. 

That is 35 cents per barrel for 25% 

Yes, 35 cents per barrel on 25% is 452,500.00 or 8.75 
cents per barrel. In other words, it brings “r. Brown's 
Tote loestumated cost. up to a figure of jb.se approxi- 
mately? 

es 

axeculy »1.258057 

Yes. 

Now you wanted that just as a reminder when giving this 


evidence? 
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YES « 

Now, kr. Brown, I want to show you this exhibit 

and file it. It is a statement prepared by the Imperial 

Oil for its xegina Refinery with an estimated refinery 

throughput at the Regina khefinery to supply the various 

refinery territories, based on various Turner Valley 

tleid prices. If will show it to you after itis markea. 
DOCUMSN?T Th GUSSDI Cy 15) 3Ge 
HAR IsD) BRAD FAea" 

THS CHAIRMAN: Vhat is it calledé 

hime FRAY LEY: it is a statement prepared 

by Mr.Cottle showing what happens if the field price 

were to go up and also whet would happen if it were to 

POMmCOvoee Nor, Vrs Brown, Looking at Sehibit "26g". ca. 

THA CHA TSMAN: Mee CotvbLe wilt rver ity aa 

I suppose sometime? 

ts PAL ih Sacra ten Yes. ooking es that 

figure or 21240 as the fixed thing, because that is 

the price at the moment for this particuler kind of 

erude* 

Yes sir. 

Ané taking the Regina throughput of 5000 gallons.... 

It is in here as galions but it should be barrels. 

This was really done roughly. It is not even well set 

up. It was just done as a rough thing for Lr.Cottle 

to talk to }r. McGrath about. It should be put ina 

little bett=r shepe. I want to discuss it with mr. 

Brown, but I would like the privilege of withdrawing 

this and making th t obvious correction, to barrels, 


and generally setting it up a little bit better and 
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I will put it in later. In the meantime we can use 


dre wae ft 


De ht is, of course, barrels.—-~ 


(Go to Page 0545). 
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Now as 1 say with a figure of 5,000 gallons at Regina and 

a figure of,5,000 gallons now at Calgary? 

5,000 barrels. 

5,000 barrels, I acre change that, the total value of crudo 
at negina is 46,500 and the value of the crude at Galgary is 
#¢6,500, @ total value on erude of $13,000, now then, lir. 
Brown, you see what happens when the price goes down to ¢1.15? 
You supply a little more oil and you get a little less money 
foy it. 

Yes, you supply a little more oil, you supply 870 barrels 
more per day at negina and we will assume you supply no more, 
which would be the fact, at Calgary? 

Yes. 

and you have to take,a cut in the price of 15 cents per bar 
rel and then presumably every producer in the field for every 
barrel sold would have to take 15 cents less? 

Yes. 

Under the present system of one fielc price and that would 
seen pretty obviously to be an exceedingly improvident thing 
to ao? 

It woula@ seem just like very poor business. 

And you would not agree at all with that I presume? 

No.sir, 1 do not think over the period of your,operations buy 
that that would lose money for you on that basis. 

Then of course we should perhaps stop and explore this other 
oppect, because it has been thought, and perhaps wisely up 
until now anyway, thut anything but. one field price was out 
of the question’ 

I do not know of course, the people who are in that business 


would know better with greater experience but IT think you 
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would run into a lot of trouble if you tried to create 
two field prices. 

m) ind you know the Inperial that fixes these prices and 
the Royalite officials have th otaenet maintained thet 
the two field prices would work just havoc? 

& I do not know of any field where two field prices exist, , 
it would be unfair against one, against somebody. 

Gi But it is only because it is impractical to have two ficla 
peroesithey 2% works iout,.in such an absurd way because we 
are only seeking to drop it for the Regina hefinery, that 
is the purpose of it, to get e few more barrels but it haa 
Blietorndroep? 

A Yes. 

Cy Bven for Calgury? 

ij Yes. 

Q And so ence results in, well as iir. Cottle points out, if 


you Lo ok at the ixhibits you will see that the valus of the 
erude at Regina at £1.50 is 46,500 but at 41.15 then that 
goes down to ,6,0517 
A That is right. 
Ci Now looking up the list and seeing what happens when the 
field price goes to 1.40, they take less barréls at hegina, 
they take only 4827 barrels and assuming that they take the 
same number of Barrels at valgary, you get in value of crudc+-- 
A 13,700. 
Yes, you get in the value of the crude the difference between 
6758 and. 6500, that is .258 more and at Calgary you get 500 
more and your crude drops 17¢ barrels, so that you get a 
little better total amount of money aad you have parted with 


less crude? 
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Now what do you think about the advisability of going 

in that direction, putting the price of crude up, what- 
ever other conditions there may be? ee 

{I do not think I am capable of passing an opinion upon 
that, sir, because there is a point where economic markets 
are reached and whether (1.20 is the point or not I do not 
know. I think you should get somebody more capable of deal~ 
ing with it than myself. 

At least we are glad to have that observation from you, i:r. 
Brown. I take it you regard the real task for the Commis- 
Sloners to find what has been called the economic line? 
Yes. 

Boyond which our crude should not really go because it then 
goes uncconomica lly? 

Well there is undoubtedly one point at which it will work 
to the disudvantage of all concerned and i think if you de- 
part from that in either direction it is bound to work to 
the detriment of the industry. 

Yes, and right on that point, and this may illustrate it as 
well as anything else, I want to discuss something with you 
which perhaps never occurred to you, I do not know whether 
it did or not, the Imperial Oil now uses Turner Valley crude 
exclusively in their Calgary Kefinery and they are the 
largest distributors of petroleum: products in Alberta? 
Yese 

And you know too that they supply to each and every station 
in the Province of alberta, bulk stations in the Province 


of Alberta, finished products, finished petroleum products 


made from Turner Valley crude’ 
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A Yes. 

@ which goes, as you know, as far as the montana Boundary 
in the Warner and ilk kiver Districts? 

A Yes. 


@ Even to Coutts, although Imperial Oil has no bulk outlet 

at Coutts but the waple Leaf Company, a wholly owned sub- 
Bidiary, has one there, so we find the Imperial Oil market- 
ing petroleum products right down to the i:ontana line; if 

it were disclosed to you that that was a wholly improvident 
operation on the part of the Imperial Oil, that they had to 
pay out money, dollars and cents, to get it down there, to 
sell it and therefore that they lost money on every gallon 
that they sold, say in the territory speaking roughly South 
of Lethbridge, what would be your reaction to that as a pro- 
ducer and a big producer in Turner Valley, that the Imperial 
Qil should say "That is not sensible that we should go down 
there, that we should stop pulling Turner Valley crude down 


there, it is beyond this economic line", thinking now of the 


§1.30? 
A Yes. 
G "And we are going to buy gasoline in Northern i:ontana and 


supply the Southern fringe of the Province with lontana gas- 
oline and only serve that part of the Province where it can 
go economically", within the economic line in other words, 
what would you think about that? 

A I think there are bound to be points on any large system 
of distribution such as the Imperial Oil, where you have to 
lope a little money. I think you have to work on the laws 


of averages. I do not know, I have never been a distributor 


of gasoline. 
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Q You would say at first blush you would not relish facing the 
a prospect of our own Turner Valley crude not being able to 
serve the whole of the Province of Alberta? 

A Very definitely, I am very definite on that point, that we 


should not have to import any crude oil. 


a) 


If it were found out to be a fact that the reason they were 
allowed to do that, where they got that money which they 

spend paying out in freight rates, it is a question of freight 
reapes, le it) not? 


A Yes. 


Because all you have to do is look at the prices they sell at 


£2 


in Coutts and the prices in Calgary an@ you will find it is a 
little less here,--- 


I do not think you can view it from the narrow point of view 


fre 


from Calgary alonc. I think you have to take it from the 


Province. 


&? 


Yes, just let us try to examine it as fully as we cane IL 
have not got the Coutts' price but I had it, I have it on 

one of these other Exhibits and I think it is well to stop 
and explore this, Mr. Brown, for a minute, I cannot lay my 
hands on it at the moment but it is not important, I want 
your view on it, but I think the stank waggon on standard 
gasoline, Three Star Gasoline to Coutts is either exactly 

the same as Calgary, 16% cents, or indeed perhaps a helf a 
et less, and we know why that is, it has to be that in come 
petition with the sontana oil? 


Be) Megs 
Q Now if it should be discovered to be and establishod here 
before this Commission, that the only reason they are allowed 


to do that, the place they find the money to pay the freight 


ie 
; : 
aw . ° + = . . 
a oh 
r, 
* 
‘ 
. 1 ‘ 
‘ { » (g.4 q seer fat 2 io 
‘ \ 3 ; - hes “3 ‘ cs 2 
‘, 4 * . ‘ . : ad 
ra A ; als ae el tf ‘ : a pte waved F ag ‘aay : 
: ar e , nee se 2 . ’ ue ; : ae) ws y Br} 
44 = : Eve soe bite ‘ 4 ; met 9 - 
4 ; a a ie ou : ah es d ne j “3 ” i. er pare 
n . ra 7 bi ae ae fi i a! - Sat Ns 
. pee ee at ef ees o st Sa ta ot s at 
fie ’ > . a Whe c 4 
; ny - = Rd on é vi . ‘. Nee 
Pea stant i; 5 Fae aes . 
woe , U . , 7 Ne 
rs 5 +4 feats ae 
e aa Mise , . 4 Cd . : “ 
oy se Pets é : Bsr . ‘ 
E 4 3 ; - n rao 4 oan s 
4 , 4 poe ~ ny apt : é > ae 
re ’ Beet 4 gies Caer “ad if ree Aaa at mf 
; a : Rabat rhe a] Gg 4 Fis 
a2 i Fi ty « raked) a ‘ Pe 4% a. a 
y Ea) ny See i. x J 4 Ny. 
. Sop 7 ne ty Nes avd a : ? ‘ % + 
: - ta i a FS . ‘ , sd 4 
= . \ ee et @ Se on si i aan , bs a - 
ra ite ates ei Pela A Ris, r ‘ yo fi hall 
haa) iy : A (ies) + , s 
a ? reer ae ' : 
eo Oey . eM f A ‘aa ef = “A 
Be S ix eheot ; v— ~ 6 > f. 
1 3) f Te roe ; : i, Zi = ee : : = zt 
5 a te ‘ ai! i Cy 
‘ % ' S 5 
es, oa 2 uy i ; Ob ’ 7: hoe F i i - 
rt 4 > dle % ‘ is é + i t Ln : 
: ; ‘ ; 1 ' i , ‘ 
F he 3 f-, ae H de , : < eg ' 
: t : : oe ae : é be ’ z x - 
: Bi a " y ha = ar oH az 
; a : ' : rs 
ae 4 Bae . a Fo x 3 ms . ' 
1 O " i Sa - es eae) —o 
“? ‘ D ary i . te ag ; os 
: x ae ' ‘ ; . ee ' : > > 
‘ Aig a : ; a - 3 
4 $e A ve aon ‘ 6 oo = ; i wu F 
ne H . £ - eS ; ar 4 ~ 
= ‘ ; : " : 
ve ‘ ; : + } “ ee f d : : a 
. : ie ; ‘ y . vo ‘ f ‘ 
4 3 aa etal ‘ é oa . = 
‘ : : ees. - . : 
ee = sae we By y : * J 
, a sy © ce Sea ~ J 
‘ ‘ , an ‘ a, i . 2 : e. > og 
5 : > as ‘ ; 4a > 3 é ee on 
: ue ‘ i x ‘ : mS . 4 ‘inky - 
: " or s ~ E a > 
7 r: vid ha > oy ; L : E z i ; 
Sees = > . “4 i : * 
= & ve nr) iS “> Bey ais s 
: ver) +a ; 4 ‘hes % 1, = oy aa Es 5 et 
: ray ; oa ' ea . Sect 3 
2 : 3 : + = ; ? ; Bo 
‘ Se : 2 i : “ * ‘ - ° > aS , es 
‘ ; Pern 7 an 7 : 
+ me > ‘ F ‘ co : $2 se at 
“ar nia ed 3 - ~s i Y : > 
+ at f = ‘ og cE ¥ 
i : ot a oN rae ? 
, is % ra an ‘ at CH a 1 Se is “e — 
2 - és r , toe 4 ‘ _~ ‘ 
, : k < ae : ei ae : ty ue ; 
us . a roo ' . 5 = a. e 
=, ie, * + : S Ctas$ rai Wi .¢ * af : 
E a) 2 a 2 ee - . we ' A ane a 
‘ - 2 5 ‘ 4 oy = a 3 yen! 
= oe P 3 a - * i oe ¥ z =I ac SS : 
vo es : ay wey + aes ee aks ; : S oH a 
: ia ae ~ a Fe io c : coe ~ “ EPs 
* wat 4 = : pe 
i : hh " 2 r a 
, F a ¢ a ; 5 at ri 
$i; pee : ; ee : cae Le : at oS 
3 NeaeeeS con mer 2 ‘ A tere. pe 
eee ‘ Aw é s > eu hee . Hf 
ac S iy g - ‘ = 
i :7 is * 5 rs) ‘ . . a “—s 
~ é " ah : eS 2 x 
a, ve sis ; : ee ¥ ns = : wo wy o 
Sen} . ' = + . . on™. “ 
: . : ee 3 mat = te ? 
ies se ‘ ‘ ‘ : ; a : Swit : a : : 4 
~ ’ x : *) ae 
; + A . as ‘y . rhe 
re 5 i y ane ke va ‘ , ee > 
A ri i - =u i 5 4 
rey ho he es 
‘ sien eer j ‘ a 
* aay ee ‘ ‘af = = ipa xa C3 
‘ i t ot < eh oy os 3 3 ‘ a ae 
a ‘ y ne ett % re 
ose; . ? ‘ : : a i . nbee 
: ‘ 5 ~ , a3 B ‘ DY toast 
; ; vag ‘ a , sy = 
4 * ‘ = ‘ ‘ ‘ $ 
ee Ae ‘ S- } ame 
Orr , ‘ $ ay aN a he ea: 3 
hd > e ae A \ — bay Bes Re ‘as vey ee , cs 
: -: oe Dy aa \ = vet " eS v 
we =< wt i al Sau . 9 
Satrst ee ' : n eH ys S <: ahs * 
at iAS8 an e ne: , : : eye. ’ 
cS 3 > = ” ¥ > 
: Senin os < ri am) Wie : » “a y x 
; ~ ey : . * or tent : Part : 
E| 2 ' yy oe Ly Sy Pre Ne 
‘ tpa ve Set r +? a CN, 
=% ac ae ae “ Pl ek aot tne? 2 oars : = 
. *: Pac - % Vin et . 2 a \ 
‘ ea rex wed Bey ey . . ? 
ey : é : . 2 = wit : 
ef Ts Riuext a > Ee “ 7 re 4 <a > 
; : : : ‘ : ah fae ws ’ ; : Boag +e 
< > ty f $ : . >, i) _ ae t ae 
< ie Sets ‘ et oy : had 3 gie“s © : . 
¥ ’ z per an a A va a . re 4 
> ory Mer oer aa het Vo. he ‘ 
ae é , ‘ a”. ‘ ; rane) => [fo 
~ . te ‘ aN : 
, : s 


KeA-Brown - 8590 - 


C 
6 


rs 


to get it down there is out of the spread which they get 
from you and me and the other people in the Northern 

part of the Province, what do you think about that,.do 

you think that that situation should continue or that they 
should bring in gasoline from iiontana? 

I don't think there is anything wrong with that and I do 
not think they should bring in gasoline. I think we have 
to deal with it as a Province as a whole and if we up here 
have to suffer a little in order to serve the South part 

of the Province i think we should definitely do it because 
you are trying to build up an industry and you have to make 
certain sacrifices to do that some time. 

Assuming now the other way, that they will require to cease, 
stop, taking it out of the Northern and the Cw tral /lberta 
spread to enable them to sell it to the people in the 
pouthern part of the Provinge, now if they did that, that 
would mean a lower wholesale price on gusoline in the Cen- 
tral and Northern parts of the Province presumably because 
certainly up until now they have always passed on to the 
consumer all the savings and if they are spending money 
every day on freight to ship gasoline to the far South of 
the Frovince and they stop and they save that, in whatever 
fashion, then I am Seen just assume with me, that they 
will pass that on to the consumer in the Northern part, as 
they have always done, then that will mean lower tank wag- 
gon, lower prices to the bCentral and Northern parts of the 
Province and that in turn, would it not, would serve to shut 
the Miontana products out of the ventral and Northern parts 


of the Province, now what would you think about that propos- 


ition? 
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4 You have made that question pretty complicated. 

Q ft is this, ir. Brown, if the tank waggon prise went 
down? 

A Yes. 

Q In that part which we will assume just for the sake of 


the discussion, is paying too much because they are pay- 
ing the freight on what goods are sent to the South? 

A Yes. 

a Now if that were changed around, rectified, and the com- 
panies stopped paying out this freight, they would then 
reduce the tank waggon prices in Calgary, xod Deer, Ednmon- 
ton and so on--- 

A Then you would come up agzinst the other proposition that 
your mass production would bee into orreet, would it Hos 
ana) DrovaeDLyY bie cost of production, if you cus down, if 
you cut down on the quantity, your prises by virtue of 
that go up, and you would not save anything. 

Q That is very pertinent. I presume that will be brought 
into the discussion, that the company, the Imperial Oi1. 
Company, the marketing department, chooses to serve the 
far South of the Province at a loss because it builds up, 
it keeps up the volume? 

A- Yes. 

Q- Rather than sacrifice say 1200 barrels a day of throughput, 
they would rather keep that up and that recuces the cost at 
the refinery? 


A Yea. 


a Then the Commission will have to apply its mind to looking 
at the two things and see how it balances out, but I was 
asking you to assume it was deeried to be an improvident op- 


eration and it is really being done at the expense of the 
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tank waggon prices in the Central and Northern parts of 

the Province---+ 

Of course I do not think it is, sir, I do not think that 

is the case, I think it would cut down, all your prices 

would increase, your pipeline rate woulda EGO ALD Yi AP Lan Gas 

of the lesser throughput and your refinery costs would be 
higher by virtue of tho lesser throughput. 

I suppose perhaps it is not fair to press you about 1G) You 
heave; not given it a great deal of study in detail but I am 
glad to have your general observations about it as a pro« 
augey, s) cee 1t though) you will go this far, and Tam quite 
glad to get this on the record, you suy as a producer you do 
not think there is anything wrong about the consumer perhaps 
paying that bit of freight in his gasoline prices in Central 
and Worthern Albertu? 

Yes, I do not really believe it would increase his price any. 
If you took the other market away I think the price would be 
substantially the same, I think it would more than compensate 
What you pay out for freight, the reduction there. 

There is. no doubt about it I suppose that the lower,. the 

lower the tank waggon goes in Alberta, the lower the tank wag 
gon goes, the less menace there is from s:ontana? 

Oh that is undoubtedly true. 

Always accepting as 1 have always before---- 

THe CHATIGAN :. Is that right on the evidence 
we have here? 

luke FRAULEY: I do not want to keep saying 
that, I do not mean for a moment that the Texas Company would 


not continue to come in if they have lots of money from New 


York to let them stay in here. Je have got to keep on remen- 


bering that. That is very proper to call that to your atten- 


tion. Now I think we have explored that as far as We Cane 
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THE CHAIRGAN: That has been said very 
often and I suppose in due course there will be some 
proor,orrthat, 

WRe FRALEY: Just for the sake of keep- 
ing the discussion in the record coPproecu, 1 thought /or 
filing the Texas report which we have but I thought it 
would not be fair to do tit when they are coming up frm 
New York and they want to be here. 

THE CHAIRMAN: — Very good. 

whe FRAWLI&Y;: Jell now, ir. Brown, we have 
heard a lot about the need for extending the market, I 
wonder if you would care to uiake any general observations 
about that, it has to do with this economic line, certainly 
ap the market is extended it seems that freight, more 
freight has to be peid? 

Wo do not want to extend it on this basis here, 1 do not 


think that is profitable or advisable or good business. 


THis CHATRiiA N: Theat Ls on the basin of hens 
W2 B49 

Yes. 

Minhe FRAWLEY: vell what hope do you get then, 


along what lire does your mind run when you think of extend~« 
ing the market and how it will work out? 

I think it just comes down to a lot of horse sense. I think 
the next extension will be a pipeline to the head of the Lakes 
or to the Coast and I think before that can occur we have to 
areata sufficient reserves to justify the construetion and cum- 
pletion of the pipeline and until those are ereated the pipe- 
lines will not be of any great moment. 


If you assume now, assuming, that 1s a bit in the future? 


Yes, I think it is. 
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Well now then that simply neans we have just VJestern 
Canada to worry about? 

fhat is right. 

And nibble away at? 

Yes. 

Now thinking along that line, what do you say as to the in- 
mediate exploration? 

Well using your own words, sir, how much nibbling are we 
doing, what way are we nibbling and what territory are we 
supplying now, I have not the figures? 

We are only going now to Portage La Prairie, up to this 
year we went to Rainy River, Ontario, but now we have to 
shut back the crude which the Imperial uses for its Nanitoba 
and far Western Ontario supplies, and a small amount that 
the Be Asso 

MR» NOLAN: I do not know that that is 
quite right, lir. Frawley, because the operations of the 
other refineries using Turner Valley erude would héve to be 
considered, this is only the Imperial. 

WRe FRAWLEY: And the Be A-~ JI am just say~ 
ing that, I am going to speak of the others. 

That is when the Illinois basin came in. 

MRe FRAWLEY: Yes, that is now not only some- 
thing to think about but it is an accomplished fact? 

Yes, 

So we are told in the witness box here? 


Yes. 


Now I must also call to your attention, there is the oper~ 
ation of the Anglo-Canadian Company, operating the Central 


Canadian Refineries or something of that sort? 
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Q, Yes, and they are supplying and I understand they are 
making a very finc showing in the s:anitoba aa rket , with 
Turner Valley crude, so our crude is going there, so 
all we can see is that we have lost the major murketers'! 
demands for Hoan ae es requirenents, now that is what 
we have lost; then we must at the sane time keep in mind 
that we have not yet guined, displaced, tho crude which 
the Zexas Compe ny is bringing in from i:ontana in the forn 
of finished products, outside of that I think we have con- 
pletely occupied the /estern Uamdian market with our 
crude, now with those facts whit do you look at, where do 
you look, in what direction do you look, so far as the im 
mediate situation is concerned, putting the pipeline and 
the big production away for the moment, where do you look 

for an extension of the market? 
A Well of course I do think that the matter here is’ the rate 
adjustment, I do not think there is any question but what 
freight rates cen be adjusted sc as to bring back that 
ijanitoba market. 
@ Yes, well that certainly is something, you think that there 
Will be, you think that there is hope,of course we: are’ in 
the hands of the railways and the Transport Board about 
that ? 
ee” eters 
THA CHALTRMAN: Well let us- hear, if ir. 
Brown knowns, ire Frawley, and it is convenient to deal 
with it now, what justification there is for that hope; 

we suggested in our report previously sede that the Board of 
Railway Coumissioners could examine into this and it sesned 
to us that they aight be well required to do so;has enything 


been done ubout that, was that matter ever considered by anyone’ 
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There is & Commission going to meet here in JULY, ids 
Chairman, to deal with that matter. 

THE CHATRGAN: They have applied to the 
railway Bourd? 

Well there was en application nade quite awhile back ana 

= understand it is going to be recreated and they are 

going to investigate the rate, I huve personally taken up 
that with the officials of the C. P. k., with Mir. Neal 

and they did promise to zeke « further study of it. 

It is very important. You say thet there is an appli- 
cation before the Board for a reduction, coming up when, 
Mire Brown? 

Well I noticed in the press last night that there was a 
Hearing going to be here sonetime in July. 

luke FRAWLEY: Well then, .i.c+ Brown, short 
of what might come from the agitation and the great desire 
to equalize these freight rates which we think will help 

us regéin that lost tianitobe market insofer as Imperial and 
the B. £. are concerned, what else do you think, as to 
where we might got some more production? 

I think there are only the two things you cén do, one is & 
reduction in your freight rate and the other is a differ- 
ential in your erude oil to permit it to go into that market ; 
all those things are just common sensc. 

THY CHALRAAN: dhat was thit last? 

The only other thing was u qe peer ont tan rate in the purchase 
of crude which would permit the oil to be conveyed to the 
Manitobe market at a price that would allow it to compete. 
MR. FRAWLEY: Now that is the tianitoba market 
again? 


Yes. 
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Brown. 


Now, what have you in mind with regard to the situation 
at home, any hope there of doing anything? 

THE CHAIRMAN: What is meant by a 
differential rate? 

I mean a4 lower rate for the Manitoba market, only, you 
see,we were speaking about the two field rates at the 
moment then, and that has been discussed many times in 


the past. 


MAJOR LIPSEDPT: You mean a lower field price? 


Yes, Personally I do not think that is desirable, but, 
however, that seems the cnly two things. 

MR. FRAWIEY: There is one thing, there 
is a refinery at Brandon and there is a refinery at 
Winnipeg, perhaps small refinerics, but they are now 
using Turner Valley crude to. the extent that they are, 
and the one in Brandon is under a very heavy handicap 
so far as the erude rate is concerned, in fact they 
both are, are they not? 

Well, 4 understand there is some handicap there, I do 
not know what it is, that is on account of the difference 
in freight rates, what we might term the inequality of 
the freight. rates Pe Regina to Brandon. 

Yes, that is it exactly, you know there is a rate from 
Calgary to Regina? 

Yes. 

Which has been talked of as “a favourable rate"? 


Yes. 


It was a rate established by the railways to meet potential 


pipe line competition and Moose Jaw, being nearer, gets 
the advantage of that rate, but it stops at Regina, that 


ig what you understand as to that? 
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79s, 2% doesn't go to Brandon. 

It doesn't go a mile beyond Regina? 

No, it doesn't go to Brandon or to Yinnipeg. 

90 there appears to be some inequality in the crude rate 
inasmuch as the favourable crude rate stops at Regina? 
That is exactly the point. I do not think there is any 
reason why it should stop at Regina or that it should 

stop at Brandon but that it should carry on through, and 

t think that is your only hope of retrieving that 

market. 

All right. Now, so much for that, are there any other 
knots in the problem at home? 

Not unless you get some way of stopping the Texaco from 
coming in. 7 

Yes, that is pretty bad, stopping them coming in altogether? 
I do not mean they should not come in but let them use 
Alberta products and refine it here and give employment 

to Alberta people. 

T heard you say that down at the opening of the B.A. 
plant and as I know you to be a man of conviction, 

you would as soon say it here as down there? 

I will say it anywhere. 

And that will be, there is no use of enlarging upon it, 
but when we know, and I have a statement of it which wo 
will file later, that the Texas Company enjoys 10. something 
per e@ent, of the, enjoyed 10. something percent of 

the gallonage in 1938, I presume you think anyway it is 
worth thinking about? 

Yes, I do not mean they should not enjoy any amount of it 


but I do think they should use Alberta crude and I think 
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they Should employ ilberta people to refine it. 

and that would take care of some more production? 

Yes. 

Now, are those all of the things that you have in mind 

as to where some immediate eoLiEe might be obtained? 
Immediate relief is difficult, Sir, and I think the freight 
rate is the most important, the most important part, @ 
that we ean extend our markets eastward; 

slow about this posted field price, perhaps we should 
discuss that, we have talked about it so much here; 

there is a price now posted of $1.30 for 38 gravity; 

48 eravity, of course, 48 gravity Turner Valley crude? 
Yes. 

Now, the Impérial people came, I just want to have your 
views about this and I will state what the evidence is, 
the Imperial people came to explain that posted price 

and they told us that that price Hea eee eee oa at 

by averaging the price that was required to take it to 

the Manitoba market and the price which it had to be 

at Regina to keep out Cutbank crude at Regina and the 
price, incidentally of 92 cents, which is all it was 

worth for the Coutts area, and the price of $1.62, 

which they could have afforded to pay, other things being 
equal, at Calgary, they took all those prices and averaged 
them, that is how it came out at $1.80; they told us 

they thought that system of establishing the price was 
unsound and they were not now seeking to justify it on 
this averaging basis; they then were asked to submit 
whet, in their opinion, the posted field price should be to 
get into the Regina refinery, to occupy tne Regina 


réfinery, just normally? 
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Yes, not beyond that. 

Not beyond that? 

Yes. 

and they filed dn Exhibit which poten Mante a price 
of $1.00 at the well in Cutbank as the starting place 
and they said that that was the opinion, the corporate 
Opinion of the Imperial Oil as to what the Imperial 

Oil would have to pay if they went into Montana to buy; 
they also said it was selling at considerably less but 
they did not want to be unfair to the Turner Valley 
producer? 

something less during the distress time. 

Yes, for whatever reason, so they started with the price 
of $1.00 and building up from the $1.00, they arrived 

at a priee of $1.16 as being the value at the well in 
Tarner Valley, to serve the Hegina market, and then 
ale, of course, the Calgary refinery, now, what do you 
think about that? 

Well, is the price $1.00 in Cutbank? 

Your query that, do you? 

Yes. 

You question that? 

(OS 

Have you any information at all as to what, having in 
mind these purchase requirements of about say 10,000 

a day for both Regina and Calgary, what the Impe rrak Ort 
would have to pay if they went into Cutbank to seriously 
buy crude; not for Calgary, I should not bother about 
Oalgary at all, forget about that, 5,000, to say buy about 


5,000 barrels a day? 
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Well, I do not know, but I imagine these figures were 
figures that were taken at the time, you see, they’ 

ran ino a distress condition down in Montana, which 
you all know more about probably then I do, when 

Turner Valley came into being, they were left without 

a market because they had been supolying Alberta alone, 
and naturally they ran an a distress period, and their 
prices were low, but I do not think this should be based 
on distress periods, but rather on normal periods. 
aa I presume to be fair, that is what the Imperial 
was trying to do, otherwise they would have started with 
7H cents and built it up from there, but they started 
with $1.00, do you think they were right, do you think 
this corporate opinion of the Imperial Oil was a good onc, 
$1.00 at the well in Cutbank? 

I do not know what the price was in Cutbank, have you 
any information? 

Nothing except what they tell us? 

T understood it was about $1.25. 

THE CHaTR MAN: The witness does not kiww. 
MR. FRAWIRY: No, well, we cannot very 
usefully pursue it then, Mr. Brown? 

No, Sir. 

MR. FRAWLEY: Well; I think that ols “aiie 
Mr. 8rown. 

MR. NOLAN: Just a question, Mr. Brown, 


I might ask you, I think you said in the early part of 


/ your evidence that if a higher price for crude was not 


in the interests of the industry, you would not hold out 
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No, I think all these things Should be based on the 
practical business and on fairness. 

I wonder if you could just elaborate that just a Little 
for me when you say that a higher price is not in the 
interests of the industry, you mean lonking at the 
interests of the industry from the point of view of the 
producer? 

tf mean if a higher price for crude was going to prevent 
us from supplying the Saskatchewan market, yes, then 

I would not say it was in the interests of the industry. 
What effect on the development of the Valley would a 
Tequetion nthe price iof crude Have; in your -opindon? 
A reduction would have a very material effect. A lot 

of the small companies now are struggling to get along 
even at the present price. 

One witness, Mr. Mayland, came before the Commission 

and said even at a dollar for our arude he did not think 
that the development in the Valley would be seriously 
curtailed, or words to th:t effect. That it would 

not affect it very materially, the future drilling 
development of the Valley. Fo you hold any opinion on 
that matter? 

Veo Mi ONT e rm Beli syow- +a 

Excuse me a moment, you are a producer? 

Yes. 

Tnat is your part of the business? 

MR. PRAUZEY: : Trat ig all he is interested 
in? 

Mateus, all. A company with one simall well, for ins tance, 


with a large well you could probably get away with it and 
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make money, providing you could sell what the well 

would produce. On the other hand, with a small well 

I think you would lose money, in fact I am sure you would. 
What effect would it have upon the future Ae nee us 
Brown? 

Any time the price is reduced, either the price is 
reduced or the supply is curtailed, it naturally has a 
retarding effect. It is bound to have. 

On the number of new wells being spudded in? 

On the development, yes. 

Upon the development, of course, depends the maintenance 
of what we call the present production of the Valley? 
Right. 

You have to drill more wells to keep up your proguaction, 
haven't you? 

Yes, you have to drill more wells and get more markets 
after you drill them. 

You have to get more market after you drill them? 

Yes. i think the dmperial Oil here could drila them 

and hold them in reserve but the small companies promoted 
like our companies could not do that. You have to have 

a market for the oil that you produce, a reasonable market. 
There was one point arose in connection with the Montana 
evidence and the variation in the field price of Turner 
Valley erude: You agree, of course, if Turner Valley 
crude goes up that the danger from Montana increases? 

I think that danger, after Montana works out a market 

for their own oil, I think thet danger will naturally, 
die away or it would be materially reduced at least. 


But Montana is influencing us now by reason of the 
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operations of the Texas Company? 

Yes, to some extent it does. 

To the extent that the,;refined products come in? 

Yes, Sir. 

Because as a producer, that crude in Montana is competing 
with you in Calgary although it is in the form of refined 
products? 

Yes, in, another form, yes. 

You brought in the. Turner Valley Romalties well? 

he Gethen heh 

When did that come in? 

June L6th, 1936. 

That was the first crude oil well in the Valley? 

ine Wires, Large one, yes. 

Had there been some crude wells before that? 

Yes, there was some. The Model well on the north end 
produced crude, and there was some crude obtained from 
the Dalhousie sands in other wells. 

Yes. Then the Tarner Valley Royalties well enjoys the 
distinction of being the, first large crude producer in 
the field? 

Yes. 

You had peen interested in the field before, Mr. Brown, 
in other ways and through other companies? 

I have been interested since 1914, yes, Sir. 

You have watched its development? 

Yes) Sit. 

and, perhaps you have taken part in the development? 

Wes, 1) have. 


Through investments of your own? 
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+ have made money and lost money. 

Yes, made money and lost money throughout the years. 
The reason I am asking you this, Mr. Brown, was that 
or. -<lotkins, Mr. L. i. Plotkins of the Lion Refining 
Company? 

Yes. 

Came in before the Commission one day last week and 
endeavoured to leave the impression that the independents 
Gig all the exploration work in the Turner Valley, and 
that it was only when the seology became sufficiently 
known that the Imperial Oil came into the victure and 
picked off the best acreage. What I want to ask you, 
Mr. Brown, is this, to your knowledge did the Imp rial 


Oil do the exploration work in the Turner Valley? 


A Yes. PE Was only dae to the exploration work, I mey say. 


6f the Imperial Oil Company that we were able to make our 
toeation. In other words, we benefitted by their 
development and it was from that information that we 

were able to get, and from the development that they 

had done, thet we were able to make this location of 

the Turner Valley Royalties well. 


Toyota not be fain to gay that the Imperial OT) naa 


not done its share of the exploration work in Turner Valley? 


I think it would be entirely wrong and very unfair. As 
far as the Turner Valley Royalties was concerned, the 
Imperial Oil helped us. ‘Ye were shut down for lack of 
finances and they supplied us material to the extent of 
in excess of $30,000.00, and helped us on that particular 
well. MThey always made any information that they had 


on other wells they drilled available for us. 
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Gee ee? ae ee ee 


You mean other wells of their own? 

Yes. 

Was that useful to you? 

Yes very \aseful . 

Why is that? 

It was useful to this extent that we would have had very 
little data to go on. ‘We would never have made this 
location we did. It was the information obtained from 
thisand otherdevelopment that made possible our discovery 
of Turner Valley Royalties. 

fomsumiup your, evidence, is it fair to saya fiweviare) to 
expand our markets, in your opinion there are uueeueuet 
that might be done to bring about that result. First, 
Lower “the (field price which; in your opinion, is) not 

now desirable? 

No, Sir, I do not think it is desirable. 

Upesecondly, equalization of freight \rates;iwhichy ain 
PouUnrPOpluLon is desirabbe? 

Wes 4D think that is the secret... I think:that texwths only 
practical solution of it. 

Hithtok Tounderstand. » Thank-you. 

MR. FRAWLEY: Just following up Mr. Nolan's 
last question. It might be a good time for you to make 
an explanation of what I haye heard from time to time 

on the street in Calgary, that the west flank was developed 
by explorers other than the Imperial or Royalite? 

No, I do not know if that is exactly correct. | if pt. am 
not boring you, Mr. Chairman, I might tell you about the 
Turner Valley Royalties. T had two boys. ‘We thought 


there was some key to the situation down there and we 
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made a careful study of the wells that had been drilled 
and the most part of the information we got was from the 
Imperial Oil Compnny from their wells. We found as you 
went deep on the east side of the structure that you got 
@ drier gas than you did on the apex. and as you went 
west on the structure and went deeper on the west side of 
the structure you got gas with a greater gasoline content 
end yor aiiicwenrveravity. Then it was just a layman's 
interpretation of the involved geological preblem from 
there on to find out how deep you should have to gn in 
order to get an oil of about 45 degrees. We made that 
Just as a guess and assumed that and then it worked out 
and it was a straight mathematical figure. It worked 
out that you would have to go 2250 feet below sea level 
Imvorders;Gor cet 45 degree gravity oil. The next problem 
was to find a location where you would encounter the 
limestone at 2250 feet below sea level and that loc ation 
we tried to make. We got a lot of assistance from 

Dr. Link of the Imperial Oil Company and we got assistance 
from several other people. ‘Ye got it wherever we could 
get it. This location was chosen and a well was drilled 
and we got oil of exactly 45 degrees gravity. 

So there was not any difference of opinion between you 
and the Imperial geologists? 

There was not insofar as, I do not think as far as Dr. 
Link was concerned. There was insofar as some of their 
other geologists was concerned. But the matter of 

the location, our location, as a matter of fact, was 

more or less one of our own. Ye worked it from the 


other wells and made a cross-section through section 28, 
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and we just hock the natural drop and we assumed that 
drop was going to carry through for a considerable 
distance west and we made it from that... There was a 
difference of opinion where we would hit the lime. 

Lt is not ae at all to say the Imperial geologists 

had condemned the south end of the west flank? 

No. br. Link gave us a lot of encouragement with regard 
to our well and both the British american Oil Company 
and the Imperial Oil Company gave us a lot of financial 
assistance. 

We will not pursue any domestic conflict there may be in 
the company. My jeriend put. 1t To..vou, 12 the orice 

of crude went down that the development would slacken off? 
Dthink that, is,a fair: assumption. 

set us stop and think? 

Insofar as the small companies are concernel. I do not 
mean that would apply to the major companies. 

But what I meant was it cannot be disassociated from 
volume. Suppose you did after there was a little more 
Cevelopment takes place, get a big order from “nglanu, 
you have got to do it at some concession in price, I 
presume, from the present posted field price? 

You mean through the pipe line? ) 

Well, the pipe line cr something----well, even with the 
pipe line, is there any possibility at least that you 
might have to come down to get a large volume? 

If you take it from a practical point of view if you 
Supply the oil for nothing. I.do not think irom alberta 
you could supply it in competition with South American 


fields. You coulé not if you put oil down to nothing 


Taal ; ' it At . 
DMN yh, 4 , " 
Als Ae ia Py eat» Wid Mad sez - ee Yr. wee eee a | rf xk selth 
4 AP RRR | ASAE SE HERA RTS?) eI A Pe a , ae i 


vie 


Ve ae = r ru aig we 
exh obtisey tele Ns Bm. Wiig 
i 
Ls F oe 
ie ee y a aha 
ry ea ote date ee Pee Bp x att Ay cvs 4 vA 4) a 42 i mn bus 
ESE at cy 2 Be pee tae th eens Dies) aie io 1 Lave Ban AN bead ota, a me 
; * ‘ Alfes perc pa aP aes ee Ne Aye f ey, a 
EA OF : | . nies ae Beek yt 
ia ie: 1 ae iy el ie i a: een: oe ee ih i pan “e 
aekian Loge: fet Peed) Ge Me a) g aa 4 abe. ot Ai A 
eet en EUR RR fo ee ae Mae thy 9 de a : eH : - 
‘ fat ah as a " a ei ‘ PS Ry Mh 
eeu free Da, ge o, '® fet 
Rite Ua RE Oh aD fale ome 
Aa iy f eS 
\ 2 a i xt ee 
iD ae ks Se 
~ Seite i) be . 
Vise ‘ os f ‘ 
. * ee aan a ty, oF beh laity 4“? ny: % hod en re 
hit Se be ia en tee) Une, AP AIBSR ie ha ANE mi a6, f 
; we 
il iy vi 
5 : % Bi 
4 ¢ } \ a 
" ae io pia ese # 
ln oe oni P ul tte ae) la Ki {5 a? ste 00 a ‘On 


r 6 
ter aS aoe 3 Ty & 5 P eg! ae? 
a ay Peer a ve au ' i, a ; 
“i < mee Ry ce etre 
“se 
re a ia 4 
i 
M ) f Ye ¥ : 
tie 2 ; Mig ae Oe et 
; i ay te ot bathe g, til « wy 
2 eee bee ‘ Lee: | Ee ss 
val sn ood . ~ Sieg ' oe 
* 
it a aal ts } 
i re e) 
ee test aaron ae 
1 tarend ae Ue Se ean 
iit apa te 
it i 
a i 
ty i } 
up) 
‘} Dont h ; . 
Vv iA ’ : i ANG 
* ‘Vo Se) ah , ‘ fiat? 4 rr 
Post = sy 44 Pia ah ou z alt i 
aes RW oy ky ele a eeee Te ie ; 
ve) y eS ae ad 
ty > a } “ie it one 


ae shy 
Dae a “It hy oe in yy 1 7 “ay 


R. 


A. Browa. -8569- 


or to 25 cents @ barrel. 

Does that close the book up? 

Well, it closes the book till you get a pipe line. 

I mean with all these things. All these things have 
come, that there has been a pipe line, and a willingness 
to buy in England and everything else. I am merely 
Following out my friend's. point. You have to. look at 
more than the dollar per barrel posted field price. 

You have to look at the total result in dollars that 
you get. If you get a great deal more production you 
are happy and contented to come down in your per barrel 
price? 

NOC COs NOL) oink, SO, O11. I would not be contented 
Sne?i count, if I would be happy. I do not think you 
Could produce it for. that. I. mean, the, figure. we 

showed you there. It cost $160,000.00 to drill and equip 
the well, or $163,000.00 on the average. If you have 
only a recoverable of 15,000 barrels per acre you cannot 
afford to give any of it away because you would only 
take it out a little faster and you would not have any 
more Gil.in the.hole. 

I had thought, and a»parently mistakenly, that it was 
inevitable that the producers would make some consession. 
But you visualize the concession coming wholly by way 
of cheaper transportation by pipe line ? 

I think the thing has got to come that way, yes, Sir. 

So that the domestic orice of say $1.20 or $1.50 will 
still stay and you will still get in the world market, 
the .ondon market, by the saving that will come about 
by the pipe Liner 
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That is real optimism. 
I do not think you can ever develop an industry by 


giving it away. 


Q Thanks very much. 
Q MR. MELTABARGER: i would like to ask a few 


questions? 
A HOS. conde 
Do you think it is possible for to market crude oil from 


Turner Valley in England in competition with Gulf Coast 


OL, 
THE CHAIRMAN: Market it where? 
Q MR. MELTAB.RGER: in “ingland in competition 


Witn Cll irom the Gulf Coast or South America or \iraq 
where it costs but a fraction of the amount per barrel 
() to produce? 
| A Draomou giimics perhaps, 1b is possible with the wyne: ef 
well! (that we have in Turner Valley, that is wells 
costing the price they do, and with that small production. 
But I am still optimistic enough to think that we may 
develop a field in alberta where we can produce oil 
cheap enough to compete. 
Q But so far as Turner Valley is concerned, $1.00 a barrel 
precludes you from evel getting into the English market? 
A It does at the moment. But I do not think that Gcd 
i¢ just stopped this cheap oil at the International Sarnath. ae 
| I think it comes up here and that we will develop a 
structure where we will be able to compete. 
Q Is it not a fact that crude oil throughout all the areas 
are in a relative price position. In other words, the 


crude oil price in the Cutbank field in Montana is 
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directly related to the crude oil price in the Mid- 
Continent? 

I understand from your company that it is. 

In other words, they could not sell erude oil in Montana 
at a higher price than it could be shipned in from the 
Mid-Continent? 

NOvetia tw Ss Euite rich t. 

and crude oil] cannot be sold at a higher price in Alberta 
than it can be shipped in from Montana, unless an embargo 
is placed upon the Montana crude. Consequently flush 
production or flood production, such as the Hast Texas 
in Montana, without an embargo, or dumping duties or 
something else, would almost entirely stop production 
in the several thousand feet wells in Alberta? 

Yes, or by finding some flush production down here 

our oil could get down into Montana. I was always 
hoping that might occur. 

Now, going back to the statement you made that getting 
into the eastern markets is a question of pipe lines 
anil pipe line rates. Is it not a fact that entering 
the Eastorn markct, the Manitoba market or east of there 
in the future is dependent, not only on pipe line rates 
but on the development of a lower cost production field 
in alberta and not upon trying to enter «that market 
with hig cost crude as against low cost crude coming 
trom wineis. for example?y 

I think I qualified my statement to do that. 

THE CHaTRMAN: Any more questions? 

Thank you, Mr. Brown. ‘fe will now adjourn until 10:30 
to-morrow morning. 

(At this stage the Hearing was adjourned until 10:30 a. M. 


8th June, 1939.) 
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1937" showing Imperial'’s interests in 
Subsidiaries and Division of cost of 
production. 
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POST 


Letter dated 40th sarch, 1946, from C. 
H. dullinger to J. H. MeLeod, re item 
Of. 220,289.11 set up as a reserve for 
Income Tax. 


Letter dated 7th June, 1958, from Mr. 
GC. H. Mutlinger to Mr. J. Ha Mebeod, 
with reference to letter Exhibit "285". 


Statement showing Imperial's interest 

in subsidiaries and Royelite's and 
Imperial's proportion of costs of pro- 
duction, 6 months, ending June 30th,1938. 
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for the year 1938. 


Ccpy letter dated 10th March, 1938, 
Mr. J. H. MeoLeod to Mr. G. H. Smith, 
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showing production deliveries of crude 
nephthe, crude oil and absorption 
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10:30 a, m. Session 


June 8th, 1939 aly, EOF 2 hes 
Mas FRAYVLEY$ Mr. Mercer, 


RUSSSLL DANFORTH MERCER, having 


been first duly sworn, examined by \r. Yrawley said: 


Q Mr. Mercer, you are an employee of the Royalite Oil Company? 
A Yes. 


2 ~And you are here pursuant to a notice to attend served 


upon you yesterday? 


MR. NOLAN: Served on’ Mr. Younes”. 
2 Mr. Young was served was he? 
A Yes. 
Q venveuvon ir, CC. &. Young? 
A Yes. 


ED) 


And you are being offered by the Royalite Oil Company instead 
oruMr .” Young? 
A Yes. 


Q And the notice to attend that was served on Mr, Young con- 


tained a request to produce certain documents? 
A Yes, 
MR. FRAVLEY: Perhaps: I should say im 
explanation, that these are the documents, a list of which 
were cierto me by the witness MacAskill yesterday and 
which I put into a subpoena duces tecum and served on the 
company yesterday. I propose with your permission merely 
to offer them at the moment for identification, just in case 
there should be, with respect to any of them, a ruling by 
the Commission that they are not relevant but I endeavored 
to apply my own judgment, as well as I could, as to their 
relevancy and that is why they went into the subpoena to 


Mr. Young. Mr. Mercer is now here to produce them pursuant 


to that Subpoena, ‘Thether they should go in once and for 
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R. D. Mercer 


all as Exhibits or merely for identification, I do not 
know, 
De GN s I think it is naturally a 


question of whether they are objected to. 


WR. PRAVLEY: Yes, as we po along, 
Tt. CHETRMAN-+ If there is no objection to 


their introduction they may go in finally but if they are 


to be objected to then of course they will not go in until 
the question of the objection is disposed of, 

MR. NOLAN: Ve have no objection to them 
going in, Sir, and I think they mirsht well be marked as 


ixhibits now with perhaps a word of explanation as to what 


they are, 
THE SHATRMAN ; Yes. 
MR. FRAYLEY: AUT P yer « 

2} MR. PRAVLUY: Then following the order in the 
subpoena, Mr. Mercer, will you produce the first item, a 
short memorandum from T. ®. Burns to J. H. MeLeod dated 
Some time prior to the 16th of Saptember, 1938, 
MR. NOLAN: In respect of ‘that item, “ir, 
although diligent search was made we cannot find a memo 
prior to the 16th of September 19°8 from Mr. 71, &. Burns 
to Mr. J, H. McLeod but if Mr. Flotkins will provide me 
with a copy of it perhaps it would assist me in my search 
because we had many people looking last night and this 
particular memorandum which was an inter-office memorandum 
we have not been able to find. 
THE CHAIRMAN: The next. 

Mk MR. FRA'VLEY: The next itsm, item No. 2, 


Mr. Mercer, have you it? 
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R. D. Mercer 


A 


Yes. 

( Document produced by witness.) 

MR. FRAWLEY: You are producing a personal 
and confidential letter from R. V. Le Sueur, Vice President 


or imperial’ O11, to J. H. McLeod, Calgary, ‘dated 17th of 


Sept mber, 1935° 


Yes, 


THE CHATRMAN;: Just a moment, the 17th of 
september 19355, Mr. Le Sueur to Mr. McLeod? 

MR. FRAWLEY: Yes, Mee Chaamear, 

THe CHAIRMAN : This letter will then be 


Exhibit 284, 


{ LETTER FROM MR. R. V,. LE SUEUR 
VICE PRESIDENT OF IMPERIAL OIL 
p ke, TO J. H. MOLBOD, CALGARY, DATED 
17TH OF SEPTEMBER,1935, HERE 
. MARKED, AS EXHIBIT 284, } 


“MR. TRANLEY: Now the next item ---- 


MR. NOLAN: } I am wondering, Sir, whether 
the letter should not be read. 

TH: CHATRMAN: : I take it Mr, Frawley is just 
putting them in and ehen they will be read, 

MR. NOALN: Yould it not be better to read 
them now, 

MR. PRAWLEY; They are in, 1} take 10 Mey Pior= 
kins is calling Miss MacAskill and they will be adverted to 
in her evidence. 

THE CHAIRMAN: T think they must be read but 
whether they are read one after the other or after you get 
them all in; as you put them in perhaps it would be con- 


venient to read them then. 
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R. D. Mercer 


MAG ae win, Ky Oy} I would say now, I was not 


quite sure what was being proceeded with this morning, 


but I am appearing for Mr. iW. F, Knode, 


THE CHAIRMAN: Yess... ALL right, Mr, Frawley, 


( Mr. Frawley here reads letter as follows. ) 


" IMPERIAL OIL LIMITED 


ea bo OL BUR ONG 
" ' Toronto 2, Canada 
" Se peempot) LU Ooo 


"PSRSONAL & QONFIDUNTIAL 
Wr. Jd. H. MoLeod, 

"606 ~ 2nd Street'Wsst, 
"Calgary, Alta, 


"Dear Mr, McLeod: 

" During Mir. Aberhart’s visit 
"to the Hast I have had the opportunity of meeting 
Mhamiat a couple of luncheons and also; brisiily in 
"private. 

be Mr. Aberhart's statements 

"at these luncheons were soothing in that he made 
"olear his intention to proceed very slowly and feel 
"his way, the first step being to make a survey of 
"the whole situation. He further assured the parties 
"at the luncheon and myself privately that, before 
"definite cetion was taken affecting any interests 
"in the Province, those interests would be heard 
Vand. given full opportunity to present the facts of 
"the case; he also stated that the “Social Credit 


"was a temporary measure for depression times and 
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“R. D. Mercer 


"that if he found it was not workcble his only course 
"would be to resign, 


| 


Anparently he hopes to get a 
"large part of the original amount necessary to start 
"his Social Credit system - viz., *10,000,000 - from 
"an “unearned increment levy", bub as to howithis is 
"to be apportioned or put into practice he states that 
"that will have to be developed in the course of the 
"Survey he proposes to make. I might say he does not 
"propose to issue credit notes but to arrange a credit 
“with a group of banks for «10,000,000, which will 
"enable an account to be opened for each of the parties 
"entitled to 25.00 per month and against which account 
"they can issue cheques, By the end of each month 
"he expects to have collected through his system 
"#10,000,000 to pay off the bank loan and renew it 
" for another month, and so on, The 925.00) im tie 
"hands of the individual will be garnisheeable, and 
"crimes, misdemeanours, non-payment of debts, etc,., 
"will be cause for the Government suspending the 
"culprit's allowance. Further, the funds so allotted 
"He parties can be used to pay taxes or for such 
"other purposes as the party desires, 

" | Our statement to Mr, Aberhart 
twas that we were always ready to co-operate ina 
"friendly spirit with the Government in any reasonable 
nway , but requested that before any action was taken 
Yor any order issued which would more or less obligate 
"the Covernment to a course of action we should have 


"an opportunity of presenting the facts of the case, 
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"as a complete knowledge of all the facts was 
"pasic in arriving at a reasonable conclusion. 

"Mr. Aberhart, as already stated, assured us 
"privately and also publicly that this would be 
"done. The only thing he asked was that in case 
"he called upon us there would not be delay on our 
Marty. 

The, above: 1 pass enulor 
"your own information, as I feel that in Alberta 
"you are the best. equipped to present to Mr. Aberhart 
"the facts covering situations arising from time to 
"Gime and in ease of an emergency call from yim, I 
"also feel that you and he will get along very well 
"Cogether, as he was very friendly and approachable 
“and I believe feels that the success of his scheme 
"depends largely on co-operation by the interests 
"located in Alberta, 

" Very Druby. vous. 


Wa enna ieiaes 


Theanche; letter No. 928 from. ¢C. Hs. Mubbinger ‘of (Toronto 
EOwvd es ie iOLeod ? 


Yes, with an enclosure. 

Yes, with an enclosure, a letter dated the 23rd of March, 
1938, from C. H. Mullinger, Imperial Oil, Toronba, to 

J. H. MeLeod, Calgary, with an enclosure. 

THe CHAT ARMAN: Does the witness know who 
iv, Mablinger is? 


MR, FRAYLEY: Do you know who Mr, Mullinger 


is? 
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. ODO. Nercer 


Mr, Mullinger is an Accountant I believe. 
An Accountant in the Head Office in Toronto? 
Yes. 
The Imperial. 0117 
No, I believe he is with, he must be with the Imperial Oil. 
He writes on a letterhead, 56 Church worse, , LOronLe, (anid 
tliat s ohne ortice of the Imperial’ 011, Toronto? 
Tnatee1s quite correct. 
(LETTER DATED 25RD MARCH, 1938 


ITH ENCLOSURE HERE MARKED AS 
PA Pa Nearer ay 


e ; ~ 


MR. FRAWLEY: That letter reads as follows, 


: Mareh 23, 1938. 


Uitte) digetiea MOLeOd, 

“4 606 Second “Street Vest, 

4 Calgary, Alberta. 

"Dear Cir: 

e For some time past we have been suppbying 
"the Imperial Oil Menufacturing Department with data 
"taken from your financial statement on the profit 
"accruing to Imperial Oil Limited on crude and 
"naptha production in the Turner Valley field and the 
"pipe line to the Calgary refinery. We believe that 
"this data could be made up more intelligently in 


"your of fice and would appreciate if you would forward 
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Rk. D. Mercer 


"us the necessary information at June 20th and 
"December 31st each year, 

x Ye are enclosing herewith 
"copy of the statement made up for the year 1937 
"and we would appreciate if you would use this for 
"a guide in making up future statements and if 


Wmecescary, revise tne 1957 figures if you! find 


"they are not correct. 


" Yours very truly, 
. "CO. Hy Muldinger” 
Mi. FRAVLEY: Then there is accompanying 


this a statement called "Turner Valley - 1937 ", now I 


do not know whether that statement should be read. If 


you think it should be ----- 
THE CHAIRMAN: Vos), Li thinkiso. 
Turner Valley - 1937 


"Imperial's Interest in Subsidiaries, 


"Tmperial Owns 68.62% Royalite Shares outstanding 705,737 - 

: 7 Imperial owns 484,267 shares 

i (March 16/38) 

i‘ 100.00% Northwest 

4 80.83% Foothills Shares outstanding 1,462,005 - 
s Imperial own 1,181,805 shares 
e (March 16/38) 


"Royalite owns 51.00% Dalhousie 


"Foothills owns 62.73% Southwest Shares outstanding 750,006 - 
Foothills own 470,500 shares 
(March 16/38) 


"Royalite's Cost of Production (™xcl. Gathering) ~ 1937 

" Crude Oil OL O06 are bers 0.8619 Bbl. 
is Separator Narhtha SG pol 4 Apu SV day song 

i Absorption Plant Naphtha ee ae Mi py del rae ys: 


1,010,990 " Avge “1,3119 " 
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"Gathering =xpense e 
"Pipe Line @xpense 


-03546 per Bbl. 
eta: tt hi 


"Imperial's Proportion of Cost of Production (Crude Oil only) 


" Bbls. Frod- % Imperialts 


uced 1937 Interest 
tRoyalite 513,062 68.62 
"Foothills 5,047 80.83 
"Dalhousie 4,690 51.00 x 68.62 
"Southwest 889 62.73 x 80.83 
"Northwest ce 100.00 
; 523,688 


"1937 Furchases by Imperial 


"Crude Oil 
t From I~perial's Interests 


tt orom Other Interests 
" Total Deliveries To Calgary " 


"Separator Naphtha 


" ¥rom Iimperial's Interests 
rt From Other Interests 


"Absorption Naphtha 


Di From Imperial's Interests 
" From Other Interests 


f 


“Manufacturing Dept., 

Proronto, Ontario, 

wMerch 17, 1968 

D>. MRy FRALEY: Item No. 
Seeeeeeleodsto ©. H. Mullingerideved 

A June: Zend, 1938. 

2 feprteuwietvor Loe, 15 107 


Teele rter to. With sncelosure. 
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SY veany or a ievter really? 


ees 


Yes, 20 is. a copy of the letter sent, 


aes 


Bbls. for. Imper- 
ialts Interest 


352,063 
4,079 
1,642 

451 


~ 


358, 235 


Barrels 


358,235 


B42 , 239 
200,474 


Cost per 
Barrel 


$0.8619 
2.9009 
2.9090 
8.1057 


eo 


9036 


% 


29 ,B4 


70.16 
100.00 


4, av letter from 


at what time? 


(LETTER DATED JUNZ 22nd, 1938, 
VITH ENCLOSURE ATTACHED HERE 
MARKED AS EXHIBIT ‘'286",.) 
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. | June 22nd, 1938, 


pCa a ss 

Eee ie Ub DOO T 

"56 - Church otrest, 

MTOR ONTOee. Ontario. 

Meat wou: 

* We acknowledge receipt of your Letter 

"No, 953 of the 7th instant," well would you mind 
Cavan me thaw and 1t will be more in order, the’ item 
No. 8. 
MR. NOLAN: Yes, in the subpoena they 
were not quite in chronological order and perhaps we have 
that. 

( Letter produced by witness) 
MR. FRA JLSEY: “ill you give me 934 please 
also, item No. 7. 
( Document pvroduced by the 

witness.) 
eae) Paes ALL vrignt. wot Bamba 
A2tthe moxt Brhipit and then read: 10, a Letter of 00h 
March, 1938 from C. H. Mullinger to J. HE. McLeod, 


( LETTER FRODUCED HERE MARKED 
AS BKHIBIT "287" ,) 


Meee ay . It 19a Letter from C.vns tiie. 


inger to J. H, McLeod and it reads: 


" March 30th, 1938. 


C-1 
ial 


R, D. Mercer 


- 8582 -+ 


ee tat. eC Leod., 

iy Imperial O0i1 Limited, 

i. 606 Second Street “est, 
Calgary, Alberta,” 


i Further tovourn, letter No. 928 of March 23rd, 

"we notice in your statement "Cost of Producing 

fooues Oile” that an item of S225 ,289.11 18 included 
"as a Reserve for Government Tax. In our opinion 
"this does not constitute a cost and we would there- 
"fore thank you to eliminate this feature in future 
"cost statements, 

It may be that you have some special reason 
Poomvanciuding ‘thas tem and, it so, your, €aleularions 
"should be made first on cost, excluding the income 
"tax feature, and then a separate item shown distinctly 
"ear-marked as including income tax, 

a Howev2r, for the purposes of the statement that 
"we requested in our letter above mentioned income tax 
"items should be excluded throughout, 

9 Yours very tmuly., 


TA: eiukings ha NG 


Ma erase VLA: Then the letter which is item 


Nos 8 in the subpoena, a letter of 7th June, from C. H. Mull- 


inger vod. Hh. MeLeod. 


(LETTER OF 7TH JUNE PRODUCED 
AND HERE MARKED AS EXHIBIT "288") 


MR. FRAWLEY: It is a better of. June 7th Aoae. 


Moveeoo, tor, J. HE, McLeod, Calgary and it reads: 
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mR. D. Mercer 
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June 7th, 1938, 

TiO IO 

ON ds i 6 CLeOR, 

: imperial O11 Building, 

" 606 Second Street West, 

B Calgary, Alberta. 

"Dear Sir:- 

" On March 23rd, with our letter #928 we for- 
"warded you a copy of a statement used by Imperial 
"Oil Limited, and are wondering if you have had an 
‘opportunity to review this statement and, if neces- 
"Sary prepare a revision, 

i. Wad li you Kindly advise’ .us,in Ghis, regard. 


: Yours. very truly, 


"C, H. MULLINGER" 


MR. FRALEY: Then item No. 7 is in and 
then the item in the subpoena No. 4 which you have given 
me and which has been marked already as Exhibit "286" 
dated June 22nd, 1938 to Mr. C. H. Mullinger, from 
J. H. McLeod? 
Yes. 
A copy of letter? 
Yes. 
MR. FRANLEY: That letter reads; 

" : June 2end, 1938. 
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Pao. Mercer 


Pee... Mullinger , 

"O6 - Church Street, 

"TORONTO-2, Ontario. 

ear 17+ 

He: Ye acknowledge receipt of your letter No. 953 
“of the 7th instant, referring to your letter No. 928 
“of March 23rd last, with which you forwarded a copy 
"of a statement showing Imperial‘ts interest in Western 
"Subsidiaries production percentages of purchases 

"of Crude Oil and other products from Imperial'ts 
"interests and other interests for the year 1937, 

i Ye regret that we had not answered this letter 
"as we had presumed that it would be sufficient to 
"prepare a like statement for the first six months of 
"1938 after the closing of our several Companies 
"Dooks at June SOth, 1938, 

" We have now, however, taken the opportunity 

"of reviewing the statement in question and have 
"prepared a revised statement which we are enclosing 
"herewith, in duplicate, 

¥ Principal changes made are the segregation of 
"products under their proper headings, Crude Oil, 
"Crude Naphtha and Absorption Naphtha. This inform- 
"ation could not be taken from our Financial State- 
ments for the year 1937 as in the case of the smaller 
"Companies on the statement “Cost of Producing Oils" 
"we had included Crude Oil and Crude Naphtha as one 
"product. Also in the case of the Northwest Company, 
"Limited, this Company has certain revenues derived 
"from the sales of Crude Oil and Crude Naphthas 
"through its royalty interest in Turner Valley 


"Royalties No. 1 Vell and its participation interest 
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R, D. Mercer 


ran one Merland’ No. Ll Vell and the C.°& By Vonevaew 
aN eevee eae co i 


tt Ve would also point out on the enclosed statement 


"the discrepancy between the barrellage as shown for 
} "Imperial'ts interest under Cost of Production and the 
“barrellage as shown as purchases by Imperial from 
"Imperial's interests. These differences occur owing 
"to the fact that barrellage as shown under Cost of 
"Production reflects Net Production, whereas barrellage 
"as ghown under purchases reflects actual purchases 
"and sales on the books of our Several Subsidiary 
"Companies, 
4 Nyon reterence to your letter No, 954 or 
“Maren SOunm last. ‘in connection with the item of 
"$225,289.11, Reserve for Government Income Tax which 
twas imeiuded as’) part. of) the cost of producing oils, 
"this item has been deleted by us and we have reduced 
"the cost of production of our several products accord- 
Piney s 
‘A We trust our interpretation of the enclosed 


"statement meets with your approval. 


tt Yours very truly, 


MR. FRAVLEY: And then there accompanies 

that "Turner Valley - 1937" and I would like to save some 
little time and perhaps, Mr. Mercer can tell us is the 
document which acoompanies the letter I have just read, 
Exhibit "286", merely a revision of the form which accompanied 
Mr. Mullinger's letter of the 25th of March, 19587 
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R. D. Mercer 


Q Item No. 5, a Similar statement for the six months ending 
s0th June 1938, the same kind of statement, Imperial's 
interest in Subsidiaries and Cost of Froduction of ‘these 
various companies? 


(DOCUMENT FRODUCED AND HERE 
MARKED AS EXHIBIT "289",) 


Q And have you 4 Similar statement for the Cost of Production 
for the year 1938? 
A Yes, 
(Statement produced by witness) 
MR. FRAYVLEY: A document entitled "Turner 
Valley -~ 1938", 


( DOCUMENT PRODUCED AND HERE 
MARKED AS EXHIBIT "290", ) 


2 MR. FRAWLEY: Item No..9 in the subpoena, 
Mr. Mercer, a statement for the year 1957 entitled "Imperial 
Oil Limited, Subsidiary and Associated Interests, Alberta 


Crude Naphtha, Crude Oil and Absorption Naphtha”. 


(Document produced by witness) 
8} And tnHis) is tor the year? 
A 1937 
THE CHATRMAN : The Lastionesy ‘Bxhi pati 290" 
Was (Lor 19667 
MR. PRAYLEY: For 1938 and was not the same 
kind) of statement’. It is differently entitled and is 


quite a long statement. 


TH® CHAIRMAN: And that: iS: for) the year 19577 
MR. FRAWLEY: The year 1937. 
MR, FRAWLEY: Iltem No. 10 °in the subpoena? 


A A copy of a letter enclosing that. 
Q This is merely a letter enclosing the last Exhibit, dated 


LOth March 1938 from J. Hy McLeod to G. H. “mith, Toronto? 
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R. D. Mercer 


A Yes, 
THE CHAIRMAN : That really can be one 
le de ha 
MR. FRAYLEY : NOPYy WS dau od ie. 
THY CHAIRMAN: The letter and enclosure will 
be txhipit"2ol". 
( LETTER DATED ROTH MARCH! 7958 
“ITH ENCLOSURE PRODBUED AND 
HERE MAREID AS. Bane iT eon) 
Q MR. FRAYLEY: Item No, 13 in the subpoena 
ea letter or 20th April), 1959, Mullinger)to McLeod? 
A Are you not missing the statement for 1938. 
Q ~-imilar to the last statement, item 1] in the Subpoena? 
A Yes and the letter which accompanied it. 
Q Which will be items 11 and 12 in the subpoena, this is 


a letter of the end of February, copy of better of the 
end of Fepruary, 1939 from J. H., McLeod. to. G. Hy Smith, 
enclosing a statement Showing the production and deductions 
of ‘Alberta Crude Naphtha, Crude Oil and Absorption 
Naphtha"™. 
( LETTER DATED 2nd FEBRUARY 
WITH ENCLOSURES FRODUCED 


AND HER MARKED EXHIBIT 
mao ) 
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R. D. Mercer. -8588- 


Q 


All-right, item No. 13. 


THE CHAIRMAN: These letters and enclosures 


are being attached? 


MR. FRAWIEY: Yes.) (item Nomis Wiswe 
Lepper Och) Aprid¢7 2939 ,) from Cs. HH. Mah D eet Oo eireuiels 
McLeod. 
"Mr. J. H. McLeod, 
PimperialOl Building , 
"Calgary, Alberta. 
Mee rt ros 11% 
" Your monthly statements usually include 
"detail costing on the following operations: 
4 Oil Gathering Lines Expense 
q Calgary Trunk Delivery Line Expenso 
" . serubbing Plant Expense 
‘i Compressor Station No. 1 Expense 
Gasoline Plant No. 1 Expense 
¥ Gasoline Plant No. 2 ™xpense 
ae Qe Cathering Plants North dxpenss 
q Gas Gathering Plant South Expense 
"and these statements give unit costs as well as 
"other information such as the details on the 
"Calgary Trunk Line of the deliveries of British 
"American Products, Lion Oils Limited, ete; 
"narticulars of insurance, depreciation, overhead, etc. 
4 Accompanying your December statements you 
"gent these costs combining two operating accounts 
"on one sheet and without details as above mentioned, 
"ag in other months. 
H As we required this information we 


Nondeavored to secure the data from our Dxecutive 
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"Office, who always receive monthly statements 
"similar to those we have on file, but find that 
"they do not have copies of the December costs and 
Mit appears to us that eens ies been some change 
"in your system of compiling these reports, al though 
"we find that in January and February they have been 
"made up as in all other months up to November 30th. 
"Jill you kindly let us have copies for ourselves 
"and the Executive Office of all these costs state— 
"ments fer the month of December and to date for 
"the year 1938 on a similar basis to those supplied 
"up to and including November. We might add that 
“we are anxious to receive this data at the earliest 
"bpossible moment. 

: Yours) very truly. 

" OS pil eae MGM WIREe geen any 

"EFH /MK Peal 


(DOCUMENT IN QUESTION IS 
NOW MARKED EXHIBIT "293".) 


Item No. 14, copy of letter, J. H. MeLeod to Mullinger, 


detedtAprigitetn, 1939: 


Ohi C21. Mulbinesr, 

MSeveUChurch  otrect, 

"TORONTO-2, Ontario. 

"Dear-Sirs 

iE Ye enelose herewith statement showing 
"Imperial's proportion of cost of production of 
"Crude Oil, Naphtha and Absorption Gasoline from the 
"Murner Valley Field, together with purchases made 


"hy Imperial from Imperial Interests and Other Interests. 


n This information for the year 1938 and as 
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"called for under your letter No. 926 of March 
"22rd, 1938. | 


" Yours very truly, 
"RDM/ TH 
"ened. 


(DOCUMENT IN QUESTION IS 
NOW MaRKED EXHIBIT No. "294",) 


Q Was there not something accompanying that. It so indicates? 

A That is No. 11 on the subpoena. 

Q No. 11 on the subpoena? 

A Yes. 

Q It is understood then Exhibit "294" goes along with Item 
No. 11? 
THE CHAIRMAN: “hat is the Exhibit? 
MR. FRAWLEY: Item No. 14 goes with Item 
No. ll. Exhibit "294" goes with----well, the other 
Exhibits have been filed and have been taken downstairs 
by the Revorter. 
THE CHAIRMAN: They are going to be used 
right away. 
MR. FRAWTEY: Yes, we had better hold up 
the proceedings. | 
THE CHATRMAN: Leave that Exhibit for the 
moment and proceed with something else. 

Q MR. FRAWIEY: Ye ean carry on with Item 


No. 15, Mr. Mercer. Letter of the T4th of Aprib,y fyS9 


from Mullinger to McLeod: 


Mr, Je aie MeLeod, 

" Imperial Oil Limited, 

in 606 Second Street, V., 
: Calgary, Alberta. 


"Dear Sir; 
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We have for acknowledgment your letter No. 


"248 outlining the reason for not completing the 
"memorandum of Operating Cost Statements at 

"December dist. | 

Ws When we received your letter No. 245 enclosing 
"statistics for our I.perial friends covering the 
"year 1938, we noted that the Cil Gathering and Pipe 
"Line Expense was omitted and on referring to your 
"financial statements for Decenber 31st, 1938, we 
"discovered that the usual statement was not compiled 
"showing the distribution of expense on a percentage 
"of revenue basis. ‘Ye then realized you possibly had 
"a good reason for this procedure and from your letter 
"onder reply, we agree it would not be advisable to 
"prepare figures which might be misinterpreted. 

i For the time being, it will not be necessary 


"to compile any further information for us. 


‘ Yours very truly, 
x 1. ie a ae 
TEKH TY 
"FH /mp 
(LETT IN QUESTION IS 
NO faRKED AS EXHIBIT 
NOM M295 


Q Now, that letter No. 248, was that not included in the 
subpoena, Mr. Mercer? 
MR. NOLAN: May I suggest, the letter 
is No. 248 - perhaps I should gO back and oxplain this 
letter. No. 248 is referred to in the letter Uxhibit 


295 as having been received. So that Exhibit 295 
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refers particularly to letter No. 248, our, file Now 248. 
We were not asked to produce - letter No. 248 in the 
subpoena, but observing that the later letter referred 

to it we thought it was part of the correspondence. 

So we had search made for that letter Ng. 248. In our 
system of filing these letters, there are three copies 

of these letters in our office filed in three different 
places. The original, of course, would go to its 
destination, leaving three copics to be filed in the 
Royalite office. We had search made in each of those 
three places and we found one copy of that letter. The 
other two copies of that letter are not in our possession. 
But I have the remaining third copy. 

MR. F iAWLEY: Thank you very much, because 
it is part of the correspondence? 

MR. NOLAN: Yes. 

THE CHAIRMAN: Let us not get confused. 
BRDU OLt 7 eI5" is) a letter of the 14th, of April, 1937., 


from Mr. Mullinger to Mr. McLeod? 


MR. FRAWLEY: Yes. 
THE CHAIRMAN: AT arent. 
MR. FRAVIEY: This is a copy of 4 Letter 


of the 13th of April, 1939, No. 248, which was referred 
. to in the letter, Exhibit No. "295" from Mr. Mllinger 
to Mr. MeLeod? 
ae Voss 
PVeeio eis Mil Linger, 


"56 Cuurch Street, 
mMeronto. 6, Ontario. 


" Attention Mr. E. F. Howard 
Nie ero re 


Ai Receipt is acknowledged of yorr letter of 
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"the 10th instant, numbered 22, your File - R-1-l, 
"having reference to the Monthly Operating Cost 
tetatenié hts of the departments mentioned therein. 

"In reply thereto we would advise that the costs as 
"submitted in the past have been incomplete, and also 
"that it has been considered advisable to discontinue 
"making any apportionment of overhead and certain 
"other items of indirect costs. 

y 48 submitted during the first eleven months 
"of 1938, the statements contain no portion of either 
"Dominion or Provincial Income Tax, Corporation Tax, 
"Business Tax or taxes on the land occupied by the 
"plants and lines, and only an inadequate proportion 
"of Royalite General administrative expense, Vacation 
"Expense, Employees Welfare Expense, Sickness Benefits, 
"Group assurance Premiums and Compensation Board 
"Assessments, but no proportion of the depreciation 
"of service units and utilities, legal and audit fees 
"and capital gains or losses, etce., and for the reason 
"that any apportionment of these indirect costs must 
"necessarily be an opinion, the split can only be as 
"accurate as the opinion of the person making it and 
"ean have no foundation in fact. 

n The inadequacy of the Operating Cost 
"statements as they pertain to the gathering and 
"transportation of oil was brought out during the 
"recent inquiry into pipeline matters, at which time 
"there was wide divergence of opinion between the 
tagcountants and others as to a proper basis for 


"splitting these costs. The sittings of the 
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MR. 


Mr . 


"Oommission are to rcosume again on the lst of May 
"to hear further evidence with respect to pipeline 
"matters and iS to proceed from there to determine the 
"cost of producing crude oil. There is also a 
"further prospect of an inquiry into the cost of 
"production, gathering and scrubbing of natural gas, 
"which may ecommenoe this year, and we feel, therefore, 
"that any apportionment which we might make at this 
"time withrespect to the costs of a particular 
"department might be misinterpreted and considered 
"as fact. 
= If it would be of assistance to you we 
"sould prepare a statement setting out the totals 
WoOfmeness overhead and indirect costs for any period 
"You wish and from these totals you could extract 
"and apportion to a particular department whatever 
"amounts you considered to be proper. If you wish 
“us to prepare this information, will you kindly 
"so advise. 
" Yours very truly, 
BIER eA." 

(DOCUMENT IN QUESTION IS 


NOW. MARKED EXHIBIT NO. 
woget,) 


NOLAN: I wonder if I might ask, 


Chairman, if it was in error that that letter was 


not included in the subpoena? 


MR. FRAWIEY: Yes, that is right. 


MR. NOLAN: Because we believe two copies 


of the letter to have been stolen from our office. 1 was 
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anxious to know if Mr. Frawley had any knowledge of the 


present whereabouts of the copies? 


MR. FRAWLEY: No. 
MR. NOLAN: That we have not got. 
MR. FRAWLEY: NO. In peceiving the 


information yesterday upon which I made my subpoena I 

was told of the contents, very roughly, of that letter, 

and I certainly intended to include it. I am glad my 
friend brought it this morning to complete this correspondence. 
MR. NOLAN: Now, I wonder if the Chairman 
realizes that letter is dealing with what we are calling 
familiarly, before this Commission, the Harrison Smith 
statements. Or perhaps the witness would say that. 

MR. FRAWLEY: We will have a lot of evidence, 
perhaps, about that. 

MR. NOLAN: I would like----- 

MR. FRAWIEY: Il do Rot: Knows SPUteLG iS] 

the witness. 

Are the statements that -ir. Burns---this is Mr. Burns’ 
Leuver, 18 it not? 

Yes. 

Signed by Mr. McLeod? 

Yes. 

But it appears so from the initials? 

Yes. | 

Is Mr. Burns teferring to what we have called in this 
Inquiry the Berrison Smith statements? 


Yes, sir, the monthly statements. 


MR. NCLAN: I only mention that for 


the sake of clarity as to what the letter is about. 
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MR. FRAWLEY: Yes. Now, Item No. 16. 

MR. NOLAN: | Item No. 16 is described as 
the so-called Jersey statement for the yar 1938, 
Similar to Exhibits "83" to "87" filed. Statements to ne 
clude page 3 entitled "Cost of Producing Crude Cil, Items 
of Profit and Loss not Usa in Costing Sheet", and that 
document, Mr. Chairman, is Exhibit "255" in the recorw. 

Q MR. FRAY Y: Then, ::r. Mercer, before we 
mark it, and there may be really no need to mark it, does 
it inelude that page which is entitled "Cost of Producing 
Crude Oil, Items of Profit and ioss ge. Used in Costing 
Sheet" ? 

MR. NOLAN: I do not’ think Mr. clercen 
can answer that because it did not go in through hin. 
wight I take a moment to produce the Exhibit to him? 

Q MR. FRAWLEY: Yould you lock at the twa 
documents, what you are now producing, and the Exhibit. 
Statement No. 1? 

A wea 

Q T-ke statement No. 2. It would appear to be the same as 


what you have here? 


A Yes, it is the same. 

Q and statement »o. 3? 

A Yes. 

Q Just exactly the same? 

A From a cursory glance, yes. 

Q Mr. Mercer, do you know something about - before I leave 


this question of these documents going in, do you know 
anything about a page that bears that description, Cost 


of Producing Crude Oil, Items of Profit and Loss not 


Used in the Costing sheet ? 
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Page No. 3? 

They are the same? 

Calls for Details of Profit & Loss Items not taken up in 
the costs of productiom of crude oils and pipe lime. 

That language is precisely the same as what might have 
been G@escribed in some other document as the Cost oz: 
Produging Crude Oils and items of Profit and Losa not 
used in costing sheet? 

Yes. 

Dhat is clearly so? 

Yes. Pipe 

The game sheet? 

tL aeke, iit Tor ithat. 

Yes, ,all. right. Then we need not worry about that. You 
can take that back with you. Item No. 17, have you got that? 
Yes. 

Item No. 17 is a statement, Imperial Oil Limited, Producing 
Department, in two parts, Drilling Results year ending 

July 3lst, 1938, and Estimated Results for Weils to be 


Drilled: in 1939. 


(DOCUMENT IN QUESTION IS 
NO'Y MARKED EXHIBIT No. 


TOOT . ) 
THE CHAIRMAN: What is that called? 
MR. FRAwLEY: It is entitled imperial Oit 


Limited Producing. Department, The atatement is in twe 
parts. The top part Drilling ee year ending July 
31st, 1938, and the lower half of tits ‘sheet Estimated 
Results for Wells to be Drilled in 1939. That completes 
the filing of the material that I was requested to subpoena 


from the office of the Royalite Gompany. 


: fi Bye i \ Supe ; : pity He | 4 
; i te 1 ‘ . 
ns re OAS ; oar) Sik ra TeN “ib 
j : J L url i F ‘ 


hil av 


i. 
rn 
Dad 


x 1 : y te “ ny a ; 4 We M an ‘ emi pet mf one, ye. 
Fs ded Bog -enee st) peed ial 8 4 oe 4 o cy: B ttt “19 * pili 


eel eda) Da RA Be ee“ ae eens DUO pate 


sth 
AOS) ae ! wrir eg 
ud 


a she epee eee A eae ane % ; ys aasOuTE a Sensi : bit 


"EEN ER EE 5 ans 4 ee 
od cae ier ee 


: i Poa = ae 
Pe NPE use STN: Votes RTA a Cece Ti SR ae af gedncn Si its 50. ah: bos 
se = . + os - r = an ar } * ? > = so) r = eee piet 
Otis 3 
1 
i % 7 x 
it PR F 
ae if ‘ 
f. 
BADR ShSUST “SAR 
ot fs vl Oe tee 
Ett Sha es al Cae dah a acm an bit i owe igh: 


, _ resi bey 


RK. D. Mercer. | -8598- 


MR. NOLAN: That is so, but with the 
exception of Item No. 1. The Item No» 1 is deseribed----- 
MR. FRAWIEY: Perhaps I should describe it, 
so the Commission will know what No. 1 was given to me 

to be. Although I do not know, that is, perhaps, putting 
somebody else's evidence before the Commission. 

MR. NOLAN: as I said some time ago, 

we have been searching for a memorandum. Now, there is a 
memorandum written by Mr. Burns to ‘rr. Me.cod, but it does 
not correspond to the description in the first item of the 
Subpoena. But, perhaps, it is what is being referred to 
and so that there should be no idea of any concealment 

of any kind I would like my friend to look at that 
memorandum and see whether that is what he has intended 

to be covered by the first item. 

MR. FRAWIEY: NO.» 

MR. NOLAN: I understand that is not it. 
Tf anyone in this Court room, Mr. Plotkins, or »iss Macaskill, 
has got a copy of that memorandum, I should be very glad 
if it would be produced now before the Commission. 

MR. PIOTKINS: So far as I am concerned 

I have no copy and Miss MacAskill informs me she has no 
copy, although she is familiar with the contents. 

TH: CHATRMAN ; That is the only item in 


your subpoena that has not been covered? 


MR. FRAWLEY: That is the only item, yes, 
ek Megs 
MR. PLOTKIN: Mr. Chairman, I have requested 


the Commission counsel to have produced a letter that 


covers the subject matter of this allegation of mine 
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concerning the Press, and boumienren counsel informed 

me that some law, of which I am not familiar, makes it 
possible for Mr. Nolar to withhold that letter. Now, not 
being a lawyer, I am, naturally, not in a position to argue 
about it, but i do know from the point of view of common 
sense and from the remarks that the Chairman has made at 
the time that I hesitated in pronouncing the name of my 
informant, that the truthfulness of the matter would be 
gone into by the Commission. Now, I feel that that letter 
should be produced and that there is no excuse or no basis, 
while there might be in law there certainly is no basis on 
a common sense viewpoint for not producing the letter that 
will either verify the veracity of the report or not. 
Peel that thet Letter should be produced. I might. say 

I have a copy in my possession and that that copy could be 
read. Of course, as I understand again, the question 
of the law, which I am not competent to say and have nothing 
to say about, ----so it is for the Commission to decide. 
THe CHAIRMAN: You, have,).of course, Mr, 
Plotkins, heard nothing from the Chairman or any other 
member of this Commission to the effect that special rules 
of evidence would be made for you? 

MR. PLOTKINS: No. 

TUE CHAIRMAN: uither the copy you speak 
about is admissible according to the rules of evidence 

Ole ality S.) 1Obi. We must first know whether or not there 

ig any copy and rule on its introduction in evidence 
when whoever is ppodiad bene letter is sworn an? told to 
produce it. 

MR. PLOTMINS: That is why I call. it to 


the dommission's attention, so thet they may order whatever 
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action is necessary. 

THE CHAIRMAN: ‘Tell, we will, of course, 
deal with it. Any more from this witness? 

MR. NOLAN: | I am wondering whether at 
this stage there should be some more explanation given 


by this witness as to these documents. 


THS OHAIRMAN: Certainly, anything----- 
MR. NOLAN: i do not know what mode of 


procedure my friend intends to follow. After all, the 
witness Macaskill cannot speak as to what these documents 
are about. 

MR. FRAWLEY: I am merely putting them in 
as a foundation for what I understand to be further 
evidence either from Miss Macaskill or Mr. Plotkins himself, 
or others. I simply was asked to produce them as the 
foundation for the evidence which is to follow. 

THE CHAIRMAN: They are put in as Uxhibits. 
If you think, Mr. Nolan, that this witness can give 

us information concerning them that would be of advantage 
I would be glad to have him examined on them. | 

MR. NOLAN: Perhass there are one or tvo 
questions that should be asked. I think I can ask them 
very generally and will, perhaps, help the Commission. 

Mr. Mercer, included amongst these Exhibits which have 
just been marked, I observe in Exhibit "285", "286", 
nm289" and "290" certain statements described as "Turner 
Valley 1937" and"Turner Valley 1938", and "Turner Valley 
Six Months, June 30th, 1933." Would you in a word 

tell me what these statements are, Mr. Mercer? 

They are information made up to show comparative 
statistical data. 
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Reis (Mercer. aS6O0 le. 
aA Of costingec . 
Q Yes? 
A To help in the management of the company's operations. 
Q Yes. Do they bear any relationship to the Jersey statements? 
A The Jersey statements are, that is a cost statement which 


we prepare to price our inventory and are used as a basis | 
of costing of the individual companies. It is a so-called 
cost because we prepare this statement to put an evaluation 
on the inventory at the end of the accounting period. 

You are speaking about the Jersey statements? 

The Jersey statements. 

They have gone in here in evidence and the Commission is 
familiar with those? 

A Yes, Or. 

Q I might say to you evidence has been given that they were 
incomplete in many respects? 

A Mey are, oir. 

What relationship do these statements have to the Jersey 
statements? 

A To the effect that we use the basis of cost for the 
different companies! products as the cost shows on these 
statements to arrive at an average figure of cost for 
preteen tac use as a yard-stick. 

Q Yes? and these statements have been requested from you 


by the Imperial 011 Limited? 


A ee ais 

Q You say for statistical purposes? 

A For statistical purposes. 

Q Are they complete? 

A Nocoe nie you are referring to the cost, they are not a 


complete cost. 
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What do they lack? 

I might say that the items of cost are only these items 

of profit and logs that are affected throughthe different 
companies' books during the periods under review, 

Yes? 

There is no true amortization for the retirement of 
capital and so far as depreciation of tangible capital 

it is only that allowance which we take under the Dominion 
Income Tax Act. 

Yes. are they open to the same criticism that the Jersey 
statements are open to? 

Mesh Oli. 

And these remarks which you have just made apply to these 
Exhibits I have mentioned to you? 

Yes. 

The statements are all similar? 

They are all similar, for different periods. 

Similar in their base, but not, of course, in the figures 
contained in them? 

No. 

THs CHAIRMAN: would you mind giving mo 
those numbers again? 

MR. NCZAN: Please read to His Lordship 
the Exhibit Nos. Well, I had better do it. The Exhibits 
which have been marked, Sir, and which are drawn on the 
same base are "285, "2867 "289" and n290%. Bat Ts have 

in oe hand, Mr. Mercer, Exhibit "291", which is a large 
sheet and it is entitled "Imperial oil Limited, Subsidiary 
and Associated Interests, Alberta Crude Naphtha and Alberta 


Crude, O1]." 
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THE OHATRMAN: Exhibit "291"? 
MR. NOLAN: Exhibit. "291". For the year 
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1957, and Exhibit "292" is entitled "Imperial O11 Limited, 
Subsidiary and Associated Interests, alberta Crude Naphtha 
and-ALberta Urude: Oil, for the jean 19860 Now, will 

you please tell the Commission what is contained in those 
two Exhibits, "291" and "292"? 

This statement gives a complete detail of produc tion. 

Of what? 

Of the wells whose production our company takes and handles, 
Yes? 

And shows through that allocation the total, in the summary, 
the percentage of ownership that our company has in the 
production of the wells it handles or the oil it handles 
from Turner Valley. 

Its percentage as against what other percentage? As 
against whose percentage? 

It does not show percentage. It shows the totals. 


The totals of what? 


The totals in barrels. 


The totals in barrels of the production of the wells owned 


No, owued or operated. 

Owned by and operated by----- 

Imperial subsidiaries or the Royalite, Foothills and 
Dalhousie Oompanies. 

It shows, does it not, in a word, how many barrels of .o1t 
have been produced in the year 1937 (and “in the wvyeer ioc 
by these various wells ena are being operated by the 
Royalite Oil Company? 


Yes. 
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Bither as owner or as operator? 

That is correct. 

In. barrels? 

Yes. 

4nd what you say about "891" is equally applicable te 
Noe RaSh ato t'? 

That is coirect. For a different period. 

Now, Exhibit "297" is a statement, u copy of which was 
attached to the subpoena and which is entitled "Imperial 
Oil Limited Producing Department", who prepared that? 

I prepared that. 

What is it? 

That is a statement which I prepared to show the approximate 
results from drilling wells during the two periods mentioned, 
namely, tor the year ending December ‘31st, 1958,.and 
projected roe the year to cover wells which were expected 
vOUbSs (Grilled jin, the year 1959. 

For what purpose was it compiled? 

that is a statement which was prepared to accompany the 
budget for the year 1939 which was made out. 

You made this the basis for the estimated expenditures 
for-the:. year 19697 

Yes, as it pertained to our drilling. 

As it pertained to your drilling. and that budget, as 

we have learned, is forwarded, is it not----- or what 
happens to it. It is approved? 

It is approved. It is gone over after an examination 

of these statements that are prepared to substantiate 

our request for capital construction and it is approved 


or not approved, as the management sees Eis 
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Q Then in Exhibit "287" I notice a letter from Mr. Mullinger 

to Mr. McLeod. Can you explain CELLS sie 
"Further to our letter No. 928 of March 23rd we 
"notice in your statement ‘Cost of Producing 
"Orude Oils' that an item of $225,289.11 is 
"included as a reserve for Government tax. In 
"our opinion this does not constitute a cost and 
"we would, therefore, thank you to eliminate this 
"feature in future cost statements." 

That refers to cost statements as between Royalite and 

Imperial? 

A Yes. Any statistical information that we might make out 
at the request of Imperial. 

Q They give it to you as their opinion very definitely, 
according to this letter, that this reserve for Government 
tax is not a cost. ‘that does that mean? 

A That they consider, I presume, for their purposes that 
they do not. want to include such an item of Dominion 
Income Tax, or income tax as an item of cost. Tt 
might vary through its aoplication, if we use the revenue 
basis of application against the different departments 


it might vary. 


(Page follows.) 
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Q You had been including it, as I understand it? 

A We had beon including it. 

Q And they gave it to you aR their opinion it should not be 
included? 

A For their purposes. 

Q. And it was not so included? 

A It was not so included. 

Link NOLAN: Thank you. 

Q tid JOn LIPSHT?: pire Mercer, in reference to 
these four Exhibits "285", "2860", "289" and "290", are those 
the Harrison-Snmith statements? 

A The Harrison-Smith statements, the monthly cost statements, 
sir, was used as the basis. 

Q For them? 

A For them. 

q Now they have been referred to gencrally as containing sone 
inaccuracie,that is with reference to aniortization and capital 
and so on, Gan you point out exactly where those inaccuracies 
are and how much they come to in figures? 

LR. NOLAN: hey - pat. Lt: tO, your] Come 
missioner, either the incompluoteness of them or the in- 
accuracy’? 

A Are in the statements referred to as the G. Harrison-Smith 


statements, sir. 
Q WAJOR LIPSETT: But as I gather your evidence, 
lire Mercer, is thet these four Exhibits, Exhibits "285", 


ae ha We : 
megem, "289" and "290" contain either omissions: 
é Yes. 
Q Or incompletenesses or inaccuracies? 


a Yes, through the use of the G. Harrison-smith staterfients 


which are the incorrect statements. 
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Can you give me the amendments which would make them, in 
your opinion completely accurate? 

We have only taken in the preparation of the statements 
which we have submitted to Mr. Smith for, asp costs, only 

a small proportion of overhead expenses such as adminis- 
trative costs; in some instances, particularly as applied 
te oil gathering and Calgary trunk delivery line extension, 
there was an inadequate proportion cf other expenses, such 
as workmen's compensation before assessment, there was no 
proportion of Provincial or Dominion income taxes<---- 

But I gathered so far age--- 

Excuse me, sir. 

Surely? 

I did not say that theso were the G- Harrison-Smith state- 
ments on this Exhibit "290", "289", I said they were the 
Jersey statements. 

MRe NOLAN: Yes, but the Commissioner put 
to you a question about the Harrison=Smith statenents, these 
monthly statements. 

MAJOR LIP SETT: I would extend the question, I 
would like a definite statemont from you, and if you have 
not it now I would like to get it, of the inaccuraoles or 


incompletenesses which you say exist in either or both the 


Jersey statements or the Harrison-Snith statements? 


Yes. | 
I understand, Mr. Meroer, that the overhead is a matter of 


how thoy are distributed? 

Yee 

That that must be an intelligent guess? 

Yes. 

But making that guess in any Way you think right, among the 
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different departments, I would like to get the figures which 
you say should be included so as to get the exact amendment 
which would make them in your opinion abnoneese 

A Well as far as the G. Harrison-Smith statements are concer~ 


ned, those remarks that I passed, inadequate proportions of 
these,of these accounts or of these different expenses have 
heen applied in these inptanoeee in the case of the Jersey 
statements the proper proportion, at least the only capital 
reflection in the Jersey statements are those which we have 
taken under Government Income Tax allowance with regard to 
the use of the cupital employed. 

Q It may be too much or it nay be too little? 

& it may be too much or it may be too little. 
wRh NOLAN: I think that roquest has been 


made on us before, iire Commissioner. I think it was sug- 


gested that tir. Burns should get that information for you as 


to where these statements are incomplete. As you know it ig 
unfortunate thet Mr. Burns is not here but I think we should 


here and now agree to, well,let us draft e memorandum of 


wherein there are vmmissions in those statements, that is 


what you waat? 


MAJOR LIPSETT: Thet is really what I would 


like in reference to both statements. 


wR. NOLSN: Yes, I think you asked for it 
before. 


MAJOR LIPSETT: Yes I did I think. 


MR. FRAWLEY: Yes, it runs in my mind Lir. 


Burns was asked to do that, but there is some doubt as to 


when he will be back. Nr. Nercer can probably do that and 


come back and give that evidence. 
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Yes, I will if that will satisfy you. 

MAJOR LIPSITT: I would like the exact in- 
accuracies or incompletenesses which sre referred to and 

how much they amnunt to. 

MR. PLOTIINS: lite Commissioner might I 

ask a question? 

THU CHAIRMAN: ee 

LRe PLOTKINS: It can only be another estinate, 
Mr. Mercer? 3 

It would have to be an estimate, yes, of what would be under 
the circumstances a fair charge to use for the amortization of 
our capital employed, yes. a | 
why can it only be an estimate? 

What statement are you referring to? 

You see iir. Commissioner Lipsett has asked you or your 
organization to fill in the belance of the figures which you 
say are relevant in order to detemine the coat by putting in 
all the factors to the best of your ability, naturally? 

Vem | | 

Well‘ now to put those factors, they cover mostly capital costs 
you say and overhead, which has not been properly divided each 
year, properly apportioned? 

Yes. | | 

So that if your judguent in the first place is such that leads 
you to undercharge that purticular department with its proper 
proportion of the administration and you go back and apply 
your judgment again to the same problem, you will only come 
back with a further -estimate? 

A further estimate. 


Yes? 
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A The apportionment of indirect costs must be made ona 
proportionate basis.: 

Q Now can you give us your opinion why that must be Bo, 
in your system of accounting? 

A The ramifications of our operétiona are such that we 
cover a number of different units of operation. 

Q Yes? 

We have in the G. Harrison=Smith statexents, these monthly 

atatenents which I call the "G. Harrison-Smith Statements" 

we cover operations of plants, plants' operations am for 
the purposes of guidance of the mamgement we have followed 
the form of taking just those apparent accounts of overhead 
such a8 administrative costs or surplus property expenses 
and items of that nature and apportioning them on what we 
consider an equitable basis, and the statement then reflocts 
ofly a comparative figure from one period to another so 

that the managenent might know how cperations are progrossing 

from month to month or fram year to yeare 

q But then what you say is that these statements bear always 
a rational proportion of the overhead which you do take into 

-gonsidoration and do refloct the variations in operations 
from month to month or from year to year? 

A Yes, they do that. 

Q Now in sonnection with the overhcad will you give us the 
reason why, with the facilities you have and with the ine- 
structions which you have received, giving you the proper 
proportions of them to apportion as the item of overhead 
either in capital investment or in operating, ganeral ad- 
ministration operating expenses, why you do not see fit to 
ascertain that and include it and still you would have tho 


game results if the items were comparative from time to 
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time, they would be all inclusive ena the management would 
still be able to determine wht is reflected by tho oper- 
ating statements from month to month, can you tell us why 
that is not done? ! 

Would you summarize your question again? 

We will follow one item? 

fll right. 

A oapital item? 

SBS ow a carat 


fo Ee fo Se 


You say that capital costs reflected by depreciation, am I 
right in seying that is not included in some of these state~ 


ment s? 


A DPhavy 1s ‘quite right. 


&> 


AID right? 
A That is quite right». 
A} Now we will follow that one item to get the principle, you 


"know what the capital cost ig? 


4 Yer. 

Q With respect to any operation? 

A Yes. 

Q You know the rate of depreciation which will properly 


amortize tm+t capital cost during its useful lifetime? 


A We know-~< 
Q You can estimate it? 
4 Yes, we know the rate that we take under the allowance nade 


by the Dominion Incomo Tax. 


Well we will take that» do you not have operating statc 


2. 


ments that disregard the question of allowance of income 
taxos for depreciation purposes, do you know? 

A Not pe my knowledge. 

Q Not to your knowledge? 


a No. 
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Do you know if it is kept in your office? 

No. 

So that we will follow that same thing on the basia of 
your knowledge, you have then the matter of depreciation 
that you say is calculated or at least estimated on the 
basis of the allowance by the Dominion Governnent Income 


Taxes, we will say the particular item is 10% and you use 


that as the proper charge to add to the cost for capital 


amortization and you can determine that? 
Yese 


And there would be no trouble in adding that particular 


figure to any particular operation to reflect that added 


cost, would there be, for comparison purposes? 


This statement. of course, these monthly statements are 
made up from the books and a8 such do not include such 
items as depreciation reflected aguinst our service units; 
we only incbLuded our direst opereting costs and that is 
the way,that has been taken that way, those are the only 
figures shown in our booke. 

What about the yearly statement? 

The yearly statement or the Jerscy Statement? 

No, you say the reason you are not inoluding amortization 
of capital investment. in the monthly statements is because 


it cannot be conveniently done? 


Yese : 
Blthough I do not think that is the case, but you know at 


the end of the year, you,know what your amortization fund 
amounts to so as to then bring it into account for the 
purposes of supplying your executive officers with as much 


information as your office can supply? 
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1 do not believe that it was the true intention to sup- 
ply or it was the intention to ‘supply a true coat, it 

was the intention to supply only a memorandum of eost 

to show, for than to use in a comparative purpose so that 
they coulda See from year to year or from period to period 
the up or down cost. 

Well would that be of any value to executive officers if 

it were incomplete in ascertaining the problems, I mean 

in carrying out---+ 

Yes, as a yard stick they could use that to fulfil their 
duty. 

Now fire sercer, would it be fair to say that there is 
another reason and the reason is this that, because oi the 
fact thet you manege a number of comnanies and if you are 
able to recover part of the overhead or all of it for all 

I know, through the mamgement of those companies, that 
the apportionment is not done in your office except as it 
is reflected in the net cost to the Imperial Oil producing 
department, would you dispute that? 

I would not know. 

Or would you know? 

I would not know. 

Mre heroer, can you poe why, in the Royalite offices, 
the ene tee is done under the heading of Imperial Oil 
Limited producing departaent instead of in the name of the 
Royalite Oil Denna 

The accounting of the Koyalite Oil Company, Limited is done 
under the name of the Royalite O11 Company to my knowledge. 
Well the forms that are used are headed, I do not happen to 


heve one contract with me here but I notice that they use a 
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form headed “Imperial Oil, Limited, Producing Department" 
and that throughout those statements it is the Imper ial 
Oil's position as distinguished from the Royalite'’s pos« 
ition, in other words, they always deal with thoir share 
of the production or the property anda carry uae right 
through, can you tell us why that is done? 

Those statements are prepared for the use of the I..perial 
Oil and that is the reason for the heading I think. 

For the use of Imporial Oil what? | 

For the use of Imperial Oil. 

8o that your office supplies to Imperial Oil, Limited, the 
Imperial Oil's position from month to month in every respect 
in these various subsidiary companies? 

Yes. 

Now would that mean that the cost of the Imperial Oil's 
portion as against the cost of the Royalite's interest, or 
as they put it in here, partners or associate interests, 
could vary? 

It could vary. 

Yes? 

To some extent, yes. 

Why could it vary? 

As the costs vary in the period they would vary. 

No, but you have the percentage which is given to you to 
work with, in the case of Imperial Oil's relationship to 
hoyalite, 68-62%, that is the definite percentage that you 
take into consideration in always entering on the records 
of the Imperial Oil Producing Department their relative 
position in ere company, both as to oxpenses and as Feo 8 de 
come, is that correct? 


In that statement thore? 
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Q No in this statenent, I am talking about your general 
record? 

A We make no division of that nature, no. 

Q You make no division? 

A Nos 

Q Not to your knowledge? 

A No. 

Q Do you know if iir. Burns keeps a set of books that give 
effect to these statenents or from which these statements 
are made up? 

A Which statements are those. 

Q The percentage statements and cost statements? 

A I have no knowledge of any books except. the company's 
ordinary accounting books and records. 

Q Well then what is your position in the Koyalite office, I 
mean what is your particular work? 

A I am clerk in the office. 


} Glerk I know but on what work? 

v I prepare statistical data as required and any other duties 
that I may be asked to perfomm. 

Q Do you do any duties in connection with charging or debit- 
ing or crediting expenses or revenue? 

A No. I prepare, I do not prepare any originating charges 
or credits. 

Q I show you this letter, Ixhibit "285", you say that you 
are in charge or you make the statistical data that is 
made available to the Imperial Oil Producing Department, 
how this letter deals with supplying the Imperial Oil 
manufacturing Departuent with data and it is dated March 


23rd, 1938, how long has this 4:te on costs, financial 


LORE OY, 


hee eos 


ATL Sains i ~ ” 
§, en 
nae MT eect one 
at Ra r , i rie 
| Patna net Bike ta len! ban- 9! adnénegada & | 
+ ycMnoD Of, epaem gx08s a0 AM aaped ga, 
Ress a a i aes. ates, hoy wag gan su | 


“ a siehee? 


A (Ahk O, OF LOT nae ae “nad te hin 0.8 


: “s Pin) 
3 z i 
: ‘ 
rn : 
as Zz ¢ ies 
- a Bik ty 
+ fF 
oT oa « 
My ht . = : ats & te oy by 


BOL PAd. We.dho ae ona, 


FD Pe t3 


: tyrant Le) saath “ne bipeainge: st ea 


nie ete bth 
ree 


“ 
ee ; 


. 


es ED i tee ; ee teunovren: to ; 


ere eee OLE ol Lay of ige ton abit ‘ | 


R-Desiercer 
a - 8616 + 
Bstatenents, profits, being supplied to the manufacturing 
Vepartient of the Imperiel Oil? 
A By whom? 
By your department or by anyone? 
Wnder date of a letter which has been submitted as an 
Sxhibit this morning, I believe sone tiae in June, 1928 
was the first time that we submitted that itnformation.. 
Q Are those statements le your custody, I mean are they 


filed in your department so that you cen refer to them? 


A I gan refer to them. 
9) Can you say that any statements were prepared previous to 
this date? 


A Of that nature? 


q Yes, as referred to here? 

No, I have no knowledge that any stateuents had been pre- 
pared prior to that time. 

Q Who would be in a@ position to know that in your office? 

A I am the man that should know that and there has been no 
statement other than these submitted. 

@ Now you are referring to the crude oil possibly only, you 
see the crude 011 was only diacovered in quantities that 
you classed it separately since 1957 but cost of production 
Petes ate have been no doubt made and supplied since further 
back than 1938*% 

A Not in that fora. 

& Not in that form? 


& No. 


Q But the statenents that the .anufacturing Department ap~ 
parently required would be sade in some form to be sent to 
them for their information? 


A Not by our office. 
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Q Not by your office? 

A No e- 

Q LAJOR LIPSETT: When you refer to your of- 


fice, Mr. Mercer, docs that moan the Imperial or the 
Royalite office? 

A The Royalite office here. I do not know what might bo 
Prepared in fioronto at all. 

Q Does your office include both the +mperial and the Royalite 
locally? 

A No, the office is the Royalite office. 

Q So far as the Imperial is concerned is its work done in the 
Royalito office? 

A Yes; any statistiss that we may prepare they are done in our 
office, in the Royalite office. 

Q You are speaking then for both companies so far as Calgary 
is concerned? 

A Yes, so far as the producing department and these statistics. 

q wiRe PLOTKINS: This item, iir. Mercer, on 
Exhibit "287", the letter referred to as an item ef $225,289.11 
as a reserve for Government Ineome Taxes, how did that como 
about, on what basis was that established? 

A The amount of §225,000? 

Q Yes? 

4 That ie the reserve that had been set up as called for under 
the Dominion War Tax Income Tax Act, the War Income Tax Act. 


Yes, but on what basis, on the basis of your profits? 
The taxable income. 
The taxable income? 


Yes. 


pe Ee 


Has it been paid out? 
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A That amount or at least the taxes for that year have been 
paid, yes. 
Q This shows that you had that scot up as a reserve, now 


would you say to your knowledge that that amount, that 
total amount has been paid out? 
A E would not like to say without familiarizing myself with 


the amount. 


Q That is an estimated figure? 
wa That is an estimate made at the time. 
Q That you provided in your accounting records to take care of 


eny Dominion Government Income Tax claimed? 

4 that is correct. 

Q Based on what you expected your profits would be, is that 

correct? 

4  . Based on what we anticipated the income tax for the period 

under roviow will be? 

a Yes, so that if you pay less or you pay more, that figure 

will either ZO up or go down in your books? 

4 | Ppt@ictar sect. . 

@ | But you have accumulated until that date, at least $225,289.11 

that hod not yet as at that date been paid out? | 

24 ' At least the payment for the year's income taxes would have 

been made by April 30th, following the last yoar. 

Q Well it tk t were so, Mr. wercer, why would your accounting 
“division in Tor onto ask you ho fete Re that from any future 
uBbatemonts because if you had paid it out or were about to 

pay it out it certainly would be reflected in your operating 
expenses? 

A It is ea difference of opinion whether Dozinion Income Taxes 


ip taken as cost. we had been requested there to delcte the 
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item of income taxes in the statistias which we have 
supplied to the +mperial Oil. 

Now wir. wercer, maybe you Gun answer me and maybe you 
Gannot, this basis of estimeting and providing for income 
taxes on production does not fit the facts in the case of 
your company where there is a special law governing them 
insofar as the Provincial Governnent is concerned at least, 
i am not aware whether it applies equally to the Dominion 
Government, what I mean by that is that you are provicing 
it on the total income, net income of production but your 
books show that you are paying on a different basis, is 
that correct or do you know? 

any Zigures which might be made up there are made up on 

our interpretation of the Acts on which the tax is being 
levied against us. 

Is there a man in your office in Calgary hers that deals 
with income tax matters? 

Yes. 

what is his name? 

I am the mane 

And you cannot throw any more light on this iten? 

I may be misumderstanding your question, mur. Plotkins, but 
the amount of 225 thousand dollars, I believe the -etter calls 
it the Dominion Income Tax reserve and that is the amount of 
money that I had set up on the pooks of the company at the 
closing period to reflect the amount that the company would 
be liatle for or probably would be liable for at the time 
income tux was to be paid; the reserve Was set up after the 


end of the Galendar year so that we could close our books 


and prepare our financial statements and have our records 


and books audited and statments submitted to our shareholders. 
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By the 50th of April the returns presoribed by 
the Government were submitted to the proper author- 


ities and the Income Tax Department, and we made 


payment for the Income Tax against the year in 


question. It might not agree with the amount 

on the other, at the end of the year because during 
the bringing down of the Dominion budget the rates 
may have changed or the allowance may have changed 

in the Income Tax Act. 

we will assume that the amount of operating expenses 
you have charged against your production operations 
in making the statements, because I understand all 
these figures are prepared in advance on the basis 
of estimate. I mean ve heve a statement here showing 
that you forecast the operations of your Company for 
the next year. Is that correct? 

Yes, we forecast the operations. 

For the purpose of providing yourself with funds, and 
for the purpose of informing the management with the 
probable profits, is that correct? 

That is correct. 

When you make these statements or these items you 
are naturally including.a sufficient smount to take 
eare of the overhead, is that correctt General 
administration, depreciation ana so forth’ 

Yes, in any estimate we may prepare we certs inly would 
try to cover all costs. 

So that your estimate would be a true reflection of 
wihtat you would foresee would be, what would actually 
happen to the best of your ability: 


That is quite correct. 
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And if in the course of your operations the amount 
you have estimated as general recy did not 
materialize, that would soause your Income Tax: 
provision to be greater than the requirements of 


the Government, would they not? 


“Fhey would on any figure that we would anticipate 


prior to the year's operations having been completed, 
yes. 

So that you would get a gradual accumulation in the 
reserve. for Income Tax? 

Phat is correct. 

4nd in time wheat would you do with this accumulation’ 
There is nothing allowed to accumulate in our reserve 
for Income Tax. After our year's operations have 
been completed and we have our figures according to 
our accounting records and ledgers for the year, we 
set up our reserve and we set up a reserve for the 
Dominion Income Tax and close our books. ‘:e have 
arrived at what we consider the net profit for the 
year's operation. At the 30th of April we have to 
pay that Income Tax. If in preparing the final 
statsments as prescribed by the Income Tax Department 
we have reserved a greater amount of Income Pax 
than was necessary, we effect an entry and clear 

that amount of underpayment or overpayment as the 
case may be to our account of surplus so that it 

is taken care of and passed into our surplus 

account. 

Now is not that your difficulty, or one of the 
difficulties that you experience in properly appor- 


tioning these indirect or overhead expenses to 
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complete these statements that hate been referred te 
here as the Harrison Smith Statements iy as the New 
Jersey Statements, and the Smith Statements. In other 
words, you do not complete them because you say you 
only forecast and it sould only be an estimate? 

That is only an estimate insofar as the apportioning 
of the indirect expenses. 

That is in connection with Income Tax? You say or do 
ei agree that is one of the reasons that you do not - 
complete the statements? I mean to get them to reflect 
all the items instead of only a greater part? 

As it pertains to this question of Income Tax‘ 

No, in connection with the Jersey Statements. You 
have told us that they are not complete, end they do 
not take into consideration qa number of items? 

That is correct. 

They are only statistical information for the purpose 
of comparison? 

That is correct. 

Your difficulty, well one of the difficulties, that 

you were just dealing with now is the fact you could 
not include the right amount for Income Tax. Is 

that one of your difficulties? 

Another one of the diffiqmlties is insofar as the 
Jersey statement is concerned, is the fact that we 
only take up that amount of depreciation allowed to 

us by the Income Tax Department. 

Yesr. 

For physical plant. Again for depletion. or amort- 
Cen ee of well costs and lease costs we only take up 


that amount of depletion that is allowed to us by the 
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Dominion Government. And theses are figures only 
reflected in the Jersey Stetements. They gay not 
be the proper charge to make Buin any eee ee 
for the capitel employed either in lease costs 

or well costs or plant. 


What you say is you have made an arbitrary division? 


“@ have prepared a statement which ties in or is purpor- 


ted to tie in to our profit and loss. “e have used 
in eases those items of expense and income which 

are reflected in our profit and loss statement. 

At the end of 10 years, if you used 10, you have 
amortized your investment in the case of a capital 
expense, a capital item? 

We have amortized our original investment, yes. 

That: would take care of itself would it not? & 
mean the management certainly is able to teke 

into consideration that the statement only reflects 
a cost figure based on these estimates or deficienciss 
you have pointed out? 

So far aes these statements are concerned, we use the 
figures as reflected in the books, so thst we have 
supporting information. 

Why would you not include then those items of over- 
head that you mention. You have them in your books: 
Not readily available nor split. 

he: itenot a fact » Mr. lancer. thet every operation 
ia your organize tion stands on its own feet and 
proper divisions of overhead and everything else has 
been estimated and brought into account: 


Only on operating coxts. 1% does not include any 


overhead such as depreciation and taxes nor capital 
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Re D. Mercer. 


AY 


£) 


losses er gains. 

Heels not correct that what you mean by depreciation 
and taxes is general taxes and general overhead but 
not depreciation of the items themselves? 

I may qualify myself in saying that the use of our 
Boiler Ftant or Steam Plant there are operators 
énd repair costs in that plant. 

Yes? 

These costs are accumuleted monthly and distributed 
ona percentage basis of use. 

Yes? 

At least the percentage is supplied us ef the use 
made by other main departments and the different 
costs as distributed monthly do not inelude the 
taxes that we might have to pay, because we ‘own 
that Steam Plent, nor the depreciation which we 

have booked and taken on the capital cost of that 
boiler plant. That has not been made. 

No, why? 

Only to the extent that if we book this depreciation 
it has no effect : it is a matter of accounting 

end clarity to this extent thet if we book deprec- 
ae along with operating costs, we include in 

our ordinary operating costs the depreciation 
figure, the overhead depreciation figure. 

Yes, now what is wreng with that, whether you inelude 
it in your monthly statement or at the end of the 
year you certainly have a means of ascertaining what 
that depreciation is. Is there any, or do you know 


if there is any other reaSon fer not reflecting 


these general overhead items? 
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Only that we aie interested in the ordinary operations 
and for our purposes we have never needed the 
inelusion of that depreciation. 

Well, Mr. Mercer, would it not be necessary fer the 
Royalite Oil Company, as a separate legal entity 
with eutside interests represented through minority 
shareholders to have a financiel statement truly 
reflect all the operations of the Company‘ 

It does, 

It does? All right. So that if it does, it does 
include somewhere in your statement the depreciation 
that is cov:red by these capital items? 

Oh yes. 

Now there is no difficulty in ascertaining them? 

L eould ascertain the amount of depreciation, I 
believe, that has been booked against each unit, 

but no distribution of that depreciation has been made. 
Would that be kept in a separate account, the matter 
of general depreciation, or how is that item...... 
All depreciation taken ana booked is carried in one 
account. 

Is there any credits against that depreciation or 
against thet revenue derived from that particular 
utility? 

How do you mean, utility? 

“Ye will take your Boiler Plant you just referred to. 
You do sell your private services to other companies 
that you manage or drill for? 

Not as far as our Boiler Plant iS concerned. 


Do you do that in connection with any of your service 


units? 
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Re D. Mercer. 

4 We may,yes. 
Now would thatiincome derived go as a credit to these 
oer 
items of expense, whether they be capital depreciation 
or operating expense, in these utilities? 

A Do you meen that these profits that we may have from 
revenue we might have for the use of utilities that 


might be used by outside interests, is that reflectéd 


against any cost we might have shown here? 


cP) 


No, not what you have shown here, but on the books 

o: the Company you have accumulated a considerable amount 
for depreciation to cover capital costs of utilities 
that have not been shown in any of these statements 

that we are referring to as the Smith Statements and 

so forth. Now that cost you say is taken into consid- 
eration as an item of general control, of depreciation? 

4 Noy mo profits as far as overhead is concerned were 


shown in these statements. 


Q You do show it? 

A Ve do not show any proportion of the use of the 
utilities. 

q You did not let me finish. It shows in your general 
financial ststement or at least it is reflected* 

& It is reflected in the net figure of Profit and Loss 
at the end of the year. 

Q As against an item of expense that you incur in 
running those utilities, would you or do you credit 
any items of revenue thet you derive from selling 
the use of any of those utilities’ 

A Yes. 

Q So that any profit or any charge that you may ma ke 


i 


for the use of any of these facilities to the Companiss 
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you have under management or which you drill for, 

would go as 4 credit against this item of depreciation 
or capital costs in your records? 

Oh, it would ultimately reflect that in the final 
figure of the Profit and Loss. 

“hat Il am asking you now is dm you accumulate separately 
and so offset later, or do you accumulate the revenues 
that you derive from the sale of the products of any 

of these utilities to outside interests? Do you 
accumulate these revenues in an account? 

'e accumulate ell our revenues and costs covering the 
OpeTecions Of our utilities. 

Insofar as they reflect sales to outside interests, 

And credits offsetting the charges made to our own 
operations. 

vwhat I am asking you now is, do you keep a separate 
account of the revenues that you derive from the sale 
Or any of the products of thase utilities to any 
outside interests? 

No. 

They go into your general revenue account’ 

They go into the revenue of the utility affected. 

Would there be any charges made for your own operétions? 
Yes. 

There is? 


Yes. 


So that at the time that you make a voucher charging 
part of the products of any one utility that is charged 
against the operations of your own ariliing, on opera ane 
items is it not? You have tcld us that when there is a 


sale cf gas or electricity that each month it is reflected 
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Mercer. 

in the books by a charge but it does not dover capital 
costs. It only reflects operating costs of these 
utilities, is that correct‘ | 

Do you mean for the use of the Seid eiee: any charges 
we may make for the use of utilities? It is based 
Ge Tagore of. us6, of value. 

On what basis, is it per unit? For instence electricity, 
do you charge that so much a kilowatt‘ 
No, as far as electricity is concerned we only generate 
electricity for our own use. “e distribute the oosts 
of the electrical plant on the percentage of use to 
different units, of our own plant. 

Different units of your own Company? 

Of our own Company's plants. 
Vould that distribution include general overhead and 
Gover depreciation of those plants? 
No. 

It does not? 
No. 

In the case of steam, do you use steam in drilling 
other people's wells? 

Cnly the steam generated at the well location at its 
own cost. 
That takes care of itself” 


We's.. 


hat other utilities would there be then you would 
have avesilable for sale when you are drilling or when 
you are operating outside properties, or properties 
that are not owned outright* 

we have to Poenaite qa transportation department which 


might be utilized by outside interests under our control. 
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Q Transportation? 

A x66. 

Q How ne you do that? 

b That is based on just capital maintenance cost and 
that is all thet is charged. 

q That is all that is charged? 

A Yes, 

qi On the question of administration now, you have a 
comparatively large item to reflect to the over-all 
cost of administration. I mean in the statements, 
the Harrison Smith Statements, and what is known as 
the Jersey Statements, there is an item to cover admin- 
istration, is there not? 

A Yes. Administrative and Generel iJxpense. 

a is thet all inclusive, or is there anything left out 
of that particular item? 

A How do you mean is there anything left out? 

C Well does that cover, that first total you get cover 
€@all administration expenses including amortization 
of equipment and office furniture? 

A As it pertains to administration,yes. 

G, You distribute that amongst the various operating units? 

L No. That is only distributed insofar as the Jersey 


Statement is concerned, and the G. Harrison Smith 
statement is concerned. I may say in the case of 
the G. Harrison Smith statement only the amount of 
direct general administretive and general expense is 
used, in the G. Harrison Smith statements. In 

the Jersey Statement there is the inclusion of the 
es ledger figure of administrative and general 


expense, taxes pertaining to administrative, such as 
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corporation taxes and other taxes, property taxes. 
Then in addition to that depreciation and such items 
of that pertaining to administration is ineluded for 
the Jersey Statement. And that is distributed on the 
basis as shown on our usual statement lumber 1, 
Earnings dy Departments. 

The balance between these items you have just enurne 
ciated and you use in the Jersey Statements, the 
walance between the total of thet figure and your 
general administrative overhead, how does it ceme inty 
the account in your general financial statement * 

That is applied generally in the case of taxes 
pertaining to administrative as taxes, and depreciation 
as classified as depreciation in our financial state- 
ment. 

You mean you do not take and bring into account all 
the administrative expense as one figure? '.Of course 
they include taxes and depreciation and so forth? 
First we show the full total for administrative..... 
So that the only plage you give the full total cos 

of administration is in the financial statement? 

You make no provision or any attempt anywhere else 

to distribute the entire costs axiongst the various 
departments‘ 

That is correct. 

‘hen it comes to administering the properties of other 
companies and the charges that you make - you make some 
charges for administering other properties? 

Yes, if we have the right to make that charge. 


If you have the right to make that charge under your 


contract? 
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Yes. 

How is that taken into account in the general 

Profit and Loss? | 

In the general Profit and hoss. 

So that we could determine by the general Profit and 
Loss the amount of administration expense that you 
have recovered from outside, what I would term at this 
time, outside management of other people's property. 

I mean you could determine the detail of your charges? 
There have been entries made on our books if we have 
passed a cherge for accounting and manegement, yes. 
That would be the only place that the amount could be 
ascertained in relation to your total administration 
charges of all the operations of the Company. There 
is no distributioh made? 

Definitely not. A distribution of administrative 
costs against these operations of contract companies 
did you say? 

No, what I mean is there is no offset, for instance if 
your general administration cost is 41,000,000.00 

and you received {90,000.00 as a result of charges, 
or whatever the figure might be, you do not offset 


one by the other and distribute the difference to 


the various departments’ 


No. 
So that that is the reason why in all these statements 


you are not able to have them reflect all the costs 


items? 
That could be taken aS a reason, yeSe 
Now then, the true cost of -all the operations of 


the Royalite Oil Company could only be determined by 
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D. Mercer. 


reference to the tneome from outside opexations 

and against the expense, the net tncome of these 

outside operations against the total expense of the 
Company as 4 whole, is that correct? 

“e have done that in the case of the dersey Ctatements. 
%e have taken the totsl net inceme and have arrived a% 
the cost in the case of the Jersey Statements. 

Yes, but if your Company as a result of its operations 
vf managing or developing properties for other people 

or through deals may have an income or a- revenue, net 

OL 2£rose — well it will be net we will take tnto teon- 
sideration - whatever th-t amount would be it would 

be offset in the financial st:tement against the total 
revenues of your Companies. In oth=r vords, before we 
can see what the profit of your Company is *e would have 
to offset it with the additional revenue from outside 
interests. -¢@ would have to add the additional revenue 
to what you make yourself? 

Any revenues we may have made through having @ contract: 
Yes? 

“fould be booked and would be included in the net income 
as shown on our financial statement. 

But 1t would be found by veferring to the revenue that 
you have made through these outside interests. In 

other words you keep recor:s of those separately’ 

Oh yes. 

So th-t when you went to determine the cost of producing 
a barrel of oil your figure if vhetever the outside 
revenue you might have made offsets eny costs that 
you have incurred in your ovn operations may be 


disproportionate anc it would not be proper accounting 
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Mercer. 
practice to reflect it in allowing it to reduce 

the cost of producing a barrel of oil. Is that 
a sound conclusion? 
“@ll, I would not include anything of an outside 
nature in any memorandum figure thet I might me ke 
to show in any year's operations wh-t might be a 
Somparabie Tigure: of costs... I vont Say it iis e 

eoOss i icure. 
Your difficulty would be this, if you were conducting 
ho outside operations and you were strictly @ producing 
org:nization with so many wells and your regular 
machinery for drilling end producing you would have 
no trouble in determining or arriving at the total 
cost of all expenses would you? 
No. 
But the fact is that you conduct @ multitude of 
operations that have no direct relation to your 
drilling or producing operations? 
That is quite right. 
Snd is reflected in the multitude of classifications 
of revenues*s 
Yes. 
And because of the fact you have one single manzgement 
and one single administration, it is difficult to 
attempt to apportion that administration expense over 
these various activities of your company? 


"ve have never endeavoured to apportion the adminis- 


trative expense. 
But that is the reason? 
I would not know what the reason is 


So that if all the income from these various outside 
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activities were quite heavy in dollars and cents as 
against the other activities in dollars and cents 

of your Company, the operations on a dollar and cent 
basis, a percentage basis of revenue, would not be 
applicable to making a distribution of the adminis- 
tration expenses to Gistribute to the different op- 
erations, would they? 

As far as an accounting distribution is concerned, 

ho distribution as far as myself personally is concerned 
would be mace of administr: tive and general expense. 
So would it not be that difficulty that your executive 
in. Toronto is faced with and as a result of that you 
use these stetements as all-inclusive costs: 

'@ have never considered them as an all-inclusive cost 
Or a true cost. 

But these letters say th:t they reflect the profits, 
the difference between these figures and what the 
Company reczives reflects the profits. They make no 


Qualification: 


Moe NOLEN: Betveen what figures? 

Mi... PLOTRINS: Just a minute, I am going to 
read it. 

HS CHAIRMAN! “where is the letter? 

Irie PLOTHING : &xhibat’ "26h". ror “some 


time past we have been sup lying the Imperial Oil 
Manufacturing Department vith date taken from your 
financial stetements on the profit accruing to 
Imperial Oil Limited on crude and naphtha production 
in the Turner Valley field, and the pipe line to 

the Calgary Refinery. e believe that this data 


could be made up more intelligently in your office 
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Nand would appreciate if you would forward us the 
necessary information «et June 30th and December Slst 
each year." So thet as I read it, through this 
letter, because of the fact that these extraneous 
matters you have mentioned as not being included in 
these statements, the executive office considered 
them as all-inclusive of all costs. In other 
words, whatever figure you have arrived at there 
the ixecutive Office are saying "Here, supply these 
figures to the Manufacturing Department of the 
Company and the difference between what is your cost 
and what the pipeline Tigure is: for a barrel of o1F 
is the profit accruing to the Imperial Oil Producing 
Divi Sb Ol," 


I would not know. 


h~ 


Tia CHS ERMA: ‘G11 we will rest. 


(At this stage the Hearing was adjourned until 2 P.:..) 
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Ke De tiercer 


Neon ee} Au Re ota ae ra 1 ‘ : ‘ A : 
Mie ba VLEY: fir. Chairman, I would like to 
withdraw the Lxhibit "282" which was not quite correct and 


file a corrected copy. 


Q Pie GialhnwNe You are merelyiiss sas 
hs 0 a RW LY Substituting a corrected copy. 
THe ¢CHAL heal: SO the Exhibit number will 


remain Exhibit "283" and the other will be withdrawn. 


whe FRAWLEY: Mr. Wexrcer. 
Mine PLOYIKINS:: That is all I have to ask, 


Mr. liercer, it was only for the purpose of asking Gonmission 
Counsel to allow me to subpoena further witnesses to go into 
the matters that were dealt with thia morning. 

THE CHATRAAT : 7 ALL. right. tive, Mercer, 

that is all. 

MR, FRAWLEY: Is iiss macAskill here? 

he PLOTKINS: I twve not secn her since y,oon, 
but I u.dez1stood she was to be here although she is not here 
at the moment. Possibly before we deal with that, would it 
be permissable for me to ask as to what decision the Court 
has come to with respect to the production of this letter 
that was asked for and not proauced. 

THE CHAIRMAN: well, you asked fora subpaena 


for a letter, at least for a subpoena for soneone to bring 


a letter. 
MR. PLOTKINS: Yes. 
THE CHAIRMAN: You were of the opinion that 


a subpoena should not issue fon shat wettomolim. mWranley? 


like FRAWLEY 3 - Yes, Il was. 


THis CHALTRALN: Ané so you did not include it 


in the subpoena and the list of documents? 
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Re D. ihercer 


MWR) PRO ALIUY ¢ Yes. I inforned ir, Plotkins 
of that and further intimated to hin that the natter could 
be pursued before the Commissioners. 

TH’ CHAIRMAN : Yes, and just so we will 

be clear on it for this record, the ground upon which 

you did not issue the subpoena was what? 

Mie FRAVLEY 3 The grounc "on. wien | aid 

not issue the subpoena is tmt I, knowing ue contents 

felt and came to the ben eteanen that it was a privileged 
document passing between iir. Nolan and his client, and 

Mire Nolan, having intimated t. me that he claimed privilege 
0b it, 1 Gerteiniy did not include it. in the subpoena. 
THs CHATHRIAD: Yea. SLi Ver. Pioticiie. 


Wad 


you have heard what Counsel for the Couaission has said 
that privileve is claimea in respect to this aocument; 
that being so, it would seew that you are only concerned 
with a ruling from us when you proceed to offer secondary 
evidence of it by the production of a copy, so when thet 
tine arises we will certainly rule about it ana hear any 
argument that is presented by anyone if at that tine a 
Gleiror Orivilece Vs Dade. 

Hike “PLOT INS ¢ WELL, NOW .ceercccvee 

TH CHALRuAN: T-teke it, shire Nolan, tthas 


the matter may be discussed on the busis of a subpoena 


having been issued. 


Mine NOLALS dell certainly, yes. 

THis CHATIOVAN: Otherwise it would De.w..acee 
Mik. NOLAN: Acadenic. 

THI CHATREAN: Guite so. If the subpoena 


hed been issued then when the docurient sought by the 


subpoena was not produced on the ground of privilege, then 
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). hercer 


and only then the question would arise us to whether 
secondary evidence could be introauced because the 
original document was not forthcoming. 

MRe NOLAN: I ail quite content that 

it shoudd be discussed upon the ground that the request 
for it is contained in the gubpoena. 

THE CHA Titian: Wierd mean to Say 4 70m 

do not require this Comission to go through the formality 
of issuing a subpoena. 

bike NOLAN; No. 

THE CHALRUAN: so that when your witness 

is available it can be discussed. 

Pie WOMCEN Ss . The ak You», iT « 

THE CHALTRiAN: I say that, tir. Nolan, 
because I an inclined to think it might be a condition 
precedent to an application for the admission of secondary 
evidence that a subpoena was issued and non-compliance 
with it made, but so long as that is understood and it is 
understood that it can be discussed on the basis that 
application was made ana non-compliance was made, and that 


that fornality would not be necessary, before an 


application can be made that seconaary evidence be given 


of it. 
Mike NLA: ; ; I quite understand, Sir. 
THis CHALTGAN: — - jell, your witness may be 


of the opinion that ur. sercer is still in the box as he 

was when the Commission closed, hence the aelay, and you 

might endeavor to get in touch with her, and when you are 
ready, Hire Frawley, you can let us know. 


(A short adjournment was here taken ) 


of ‘ 
A Vee 
a : é 
‘ “i ohnent 
‘ : ‘ 
2 =, 
mt 


' 
ey = 


“ 


en 


- 8639 ~ 


tH CHALRAL: All right, Mr. Plotkins. 
site PLOTLINS: tire Chairman, I must take 


the blame for the delay. I understood it was to be 2:50 

and 1 advised tiiss Macdskill accordingly, and that is 

the reason. 

THLE CHATRIcAN: ALE right. 

BLIZABSTH WAKTiL MACASKILL, having been first duly sworn, 
examined by Mr. Flotkins, said: 

Wiss MacAskill, you are ready to sive your evidence in 

GOnnection with eer ans that this Commission is 

investigating? 

Yes. 

Then I think you may as well go. ahead and tell your 

story in the best way you can. 

THe CHALTiiAN: wire Frawley, this witness 

appears here without counsel, is brought here and is being 

examined by one who is not learned in the law. It is 

usual in Courts of Law in such circumstances to inform thé 

witness that in cases in which it may avpear to be import-= 

ant to that witness thut he is entitled to object to 

answering on the ground that the evicence which he or she 

is about to give may serve to incriminate them or to be used 

against them in civil proceedings, ec think, sitting as a 

Commission, that we should not be less scrupulous to give 

that information +0 those who are uninformed, any objection 

to that? | 

ER. FRAWLII: No, none at all.- If-I may 

say so, I think it is very proper that she should be 


inforned of the protection atfrorded by these two statutes. 
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inlss Macaskill 
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THa CHATS: Have you anything to say, 

ire Nolan? 

me NOLAN: Not hing . 

TH: GCHATIQwAN: m1lSs macaAsSkill, it was the 
rule of coswon law thet people called as witnesses could 

be excused, or could object to answering on tlhe sround 

that their answers might incriminate them, or that the 
evidence might be used against then in civil actions, and 

it became the-rule that they could object to answering 

on that ground. Qur Parliament ana our Legislature have 
Tespecctively, in their wisdow, seen fit to require that 
Witnesses no longer may refuse to answer, but that they 
may object to answering on the ground that the evidence 
WHC Viey sive may serve t> incrinigave then or on the 
eround tnat they say be, their statejients may be used 
against them in civil proceedings. we have thought it 
proper, and after hearing Counsel for the Commission, 

we are Gonfirned in the view, that it is proper to say 

to you that if you now cesire to seek, desire first to 
meoke Die OOJeGbion. and then to. ef fora yourseir the 
protection proviced by the Lanaca uyiacence Act and by 

The Alberta ividence ee you will please do s0; to put 

it in simple language, if you seek the protection corionly 
Gcalleé in Gourt "The Protection of the Court" in respect 

to statements which you may make, by virtue of your objecting 
to giving evidence without that protection, you may have it, 
do you desire that? 

I would like sorted the protection, yes, of th Canada 


Evidence Act. 
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TH OhALioa&l: WOLD.) Mice No bem. ap the — 
Objection by the witness should be put ihn formed Tashreng 
i think we mav treat. it as done, 

MR. NOLAN: Me Bs 

Ti. CHALMAAN: You may take it, Miss Necdskill, 
that the evidence you now give is given with such protection 
as is provided for witnesses like yourself under Section 5 
of The CanaGa vidence Act and under Section 7 of the 
Alverta Lyidence Act. You will understand, also, thet this 
in no wise protects you against any evidence which you nay 
give that is untrue, that is to say, you would still be 
liable to «= prosecutionfo per jury notwi bhevandi ne the 
protection thet these two Sections afford FOU. ou 


understand thet? 


Bel eriehi, you mey procesd? 

foe ulwaweo cCorlLy in the Spring’ OL the .year 1loce, after 
I had been eight years eriployed in the Imperial Oil 
Producing Department and only u year und a h lf in the 
Accounting Departaent, I was in the sccounting Department 
for a year ant a half wnen I began to think that there 
were certain things in connection with the managenent 

of the Gompany that were not as they shoula be, and the 
Peeeon for this was thab in hay, L956, there were ueny 
letters coming in from the Home Oil Lompany co:iplaining 
bitterly of charges against the in the operation of the 
wells by ths North-.est Company, a subsiciary of the 


a 


imperial Oil, Limited, and at first those charges were 


treated very lightly by the officials of the inp erial 


®rb-office, but finally Major Lowry in Calgary began to 
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gO through the books, iiajor Lowry and tire Hutchinson 

and the Horie auditor in Vancouver, kr. Le Sueur, 

president of the Imperial ana ChMe Nore) ands Pips Bsns 
Howard, former manager of the Imperial 0i1 Linited, of 

the tepe rial Oil office in Ualgary, came cut to Calgary 

and for many, many weeks we worked on the accounts of 

the Home, days and nights, and Saturdays and Sundays, that 
Mine toe, Final result at the end of he es approxinately 
#l70,000.00 was refunded to the Hone Oil Company, over 
¢00,000.00 in cash, and the balance in credit over- 
Gharges, there were also charges and camp expenses, 
expenses of keeping the men ana living expenses in Turner 
Valley. Well, naturally, £ thought that was rather odd. 
Up to that time, -t had always thought the Imperial was fair 
in their dealings with anybody, but at that tine I dia not 
Toro so, tyerpulo not reconcile 10 With My Previous Vespers 
ence, and then in 1942, when the absorption plant was first 
opened and they started a new account referred to here in 
the Court as the Harrison-Smith statements,unéer which 
name I never heard them in the office of the Imperial Oil, 
those statements, we were never told they were not important, 
we were told they were very,very confidential, ana only 
pezmanent enployees of the Company could work on them, and 
once the statesents were typed, the originals were destroyed, 
and the binders were kept in the office of the executive, 
aie nobody ee office had secess to them at any time 
unless tir. iercer wished to look at them, he was able to 
take them, and in-view of the fact tet Lor theeriren 
period of operation the absorption plant, from April to 


Decenber, 1983, they had over 6,000,000 gallons of gasoline 


wl 
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valued at over $620,000.00, it was a vather large 
PvcO Sor the auditors: not +> nee thdse statenents, and 
i thought it was rather peculiar at the time. 
I dov-not think T can 

speak of any other independent company because the 
Home .was the tain, the major one, although thers were 
Many other incependent companies quarrelling with the 
imperial over charges, and right at the present time 
the Lowry Petroleum has been taken over bi the Imperial Oil 
Limited, they owed them over »250,000.00, and then last 
August the Imperial lent them in addition { 50,000.00, with 
the result that right at the present time the Lowry 
retroleunms' Head Office has been moved to Calgary, and it 
is the same as the other Koyalite subsidiaries in Ualgary. 

Il understand plans are under 
way now, under discussion, for the taking over, of the 
Adveince Oil Gompany Limited and the Associated Oil and Gas 
Gonpany Limited, ana theu in the operation of these accounts 
With independent companies, the revenue was so low now thet 
they cannot afford, a gooG many of them, even to keep up their 
operating expenses, with the result that every month they 
have to send to their partners to ask for sufficient money 
to pay their expenses, while the inperial may well afford 
to pay their share, it is not easy for the sialler 
companies to pay theirs, especially, especially if the 


4 


well is not paid for and they are aading to the original 


cost. 
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Already this morning 
a letter was read in Gourt Mr. McLeod received fron 
Mr-Le Sueur about iir. Aberhart, so I Go not think it ia 
ROU eS Bor PLO 1106.5 0:68. 8 68 oa 
THE CHATRMAN: . The letts: speaks for itself. 
ZO euler on. that, ang then in 1986 when erude oil was 
discovered in such large quantities, there was always, 
the President said, it was the pie the Imperial Oil 


toeovecovyer a large crude field in Alberta, and Ff wondered 
Pid, Gan POO stesso 


tik. NOLAN: I am afraid I cannot hear that, 

what was the last, please Mr. Cutler? 

(Reportcr reading) - "And then in 1926 when crude oil was 

discovered in such large quantities there was always,, 

the President said it was the aim of the Imperial Oil to 

(Pecoven sa ghorgee exude: field “ins Alberta, end "wonder Tt 

I can read". 

WITTaoos Li Ll ¢an- read a short extract 

from the Impcrial Oil keview of April, iiay and June, 1941, 

the article is entitled "why Naphtha Purchases were Gurtailed" 

and the extract is; 
"he principle business of the Imperial Oil, Limited, 
Wea supply ae ereat varlety of) 01 products, includ 
"ing gasoline, lubricants, kerosene, fuel oils, road 
"oils, asphalt, ete., to the Canacian customers To do 
‘this, it needs suitable raw materials in the fora of 
Narudé oil as distinct fro: crude naphtha. The crude 
"oil available froa Turner Valley and fro. ked Coulee, 
"the only two important sources in Canada, is suificient 
"to supply less than one-third of the Company's require- 
Wents for its Calgary refinery alone. The renainder 


‘aust be imported." 
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: Suis DeGh the. aii oP the Baperzeal Gel 
"Liai tea during the pest fifty yedrs to nake 
"Canada self-sufficient in respect to petroleun 
"anc petroleum products. Imperial Oil Liwiited 
"iS as anxious as anyone 6élse, anc clare “so, "te 
"see adequate sources of crude supplies developed 
nin Canada, bat years of effort have failéaeo 
"provide such a donesti¢ supply. 
z Turner Valley as now known is not’ a crude of] 
Ni2e6l@s 1G 18 a wet gas.field.’ - This ¢anelweton has 
"Deen enforced by years of drilling in search of heavy 
"Grude. It is true that the light naphthas produced 
"in the Valley coulda be used throughout Canada’ fa 
"Dlending with heavier crude to saeake gvasoline, but 
"freight rates sake its cost prohibitive at eastern 
(omiuse eons Binge Liperralro1? Linited nade 
"experimental shipuents to determine just what could 
he done in this connection, but the results were 
Yevyen nore disappointing. than was feared. Tot only 
"were there losses by evaporation as was inevitable, 
"HeGeuse Of the nature of the Turner Valley product, 
‘hut transport costs were too great. No aatter how 
"oppressive conditions in the Turner Valley aay be 
"for the indepenéent producer, they are very much 
"aore go for taperial Oil Limited." 
There is sore, but. it is not necessary for me to read it. 
Naturally I was very disappointea because the Imperial 
Oil was a sort of our Bible, at least it was and it was 


disappointing when crude was Giscovered, that is to anybody 
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who cares, to see that it didn't bear it out, that is all, 
and then in 1957 from June to August, I worked for Mr. Burns, 
Cie "eecretary., we were busy at the time ne 4 worked in his 
office, and he is Secretary of the smaller companies, 

the foothills, South Jest, Dalhousie, and it was very 
pathetic, the letters that came in from Ce ae 
enquiring about their stocks and shares, and why things 
were not going up and what was doing in the Valley. 

Of course, the ordinary sm:1ll company perhaps cannot 

etrore, CO pay Gividends or anythine like that, but’ wien 
small companies like the Foothills and Dalhousie are 
Sponsored by a larees company like thes Tmperial and where 
PerOoueow money, 2) Lot of Stock, is held by small invest oper 
Dooce sn ) Sean very Tair, and as the direseters; one tetver 
received from a Yoothills shareholder, I know that the 
Peienarz- a. Copco stock of the foothitis tases. 

i I wonder if the witness 
Nassine. letter’ 

oe. Have you the Letter’ 

No, 7 have not the letter but I saw it in Mr. Burns" ‘orficer 
UAC meets A a Ai If it is material, we ‘can fave 
a description of it and request its production. 


Well, @o on in the meantime, 


Se ae RETR 
The capitalization of the Company, of the Foothills Oils, 

was reduced, is that not correct, and in June 1957, Century 
Royalties and the Royalite had quite a little squabble, it has 
already been riven in evidence, and one neec not go over it 

at all, except the Royalite had 30 units of Century Royalties 
production, and they turned over 6 of them for 6+ per cent 
pross royalties, which they in turn assigned to the C..& En, 
The Calesry and “dmonton Corporation, instead of drilling 


an offset well, and they then had Zee Maes Lot i 
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Hewever, they gave back 23 units to the Century Royalties 
Whelwit.,/i remember the day quite Cloarly..;/ when ier... 
Wilkinson was in our office and they asked Mr. Tlves 
esj00ers. Sikinson Go write a letter Sstatine thet their 
relations with the Royalite had always been frieadly 
Snceso 1Orth and. So on, and that letter was produeed here 
in Court. But"i.remember the day that letter was written 
Deecagec ] was working for Mr. Burns then, and cvhey reused 
to sive them the 24 units unless they did write a letter 
Stauinue that their relations with the Royalite wereyquite 
otiearciy, and that. last paragraph of their Letter wae 
Werswed an our offics, Mr. Hanna was there chat dayiuwi on 
Veo Rygrns anc the pararvaph vas Cictated and: d typed 20 out 
Poo fives anc Mr. Jilkinson, 1 cgamom say “hichvoucs 
took it away and incorporated it in a letter which we 


PocCeivyer 20 our office the. next. day, 


(Go to page 8648) 
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It was rather forced fvom them. Tren any valy ie ooe., 


when the Conservation Board was appointed, I noticed 


before these men were appointed that the two young 


cngineers in the Government office in Calgary, it was 

my Opinion thdy were removed to other positions, one 
with the Anglo-Canadian Oil Company and the other to a 
very good position in the office of the Royalite at 
Turner Valley. ‘Both had positions under the Government. 
Then the Conservation Board was appointed and Mr. 

Dingman took Mr. Spratt's place. Shortly after that 

I saw a memo in the office from the secretary of the 
Company to the presicent of the Royalite Company saying 
that after conversation with Mr. Knode it had been agreed 
or deciced, I cannot remember the exact word, that any. 
conservation policy in operation in the Valley that 

would tend to clase down the plant of Gas & Oil Products 
would have a very adverse effect on the absorption plant 
of the Royalite Oil Company and, therefore, it was deemed 
inadvisable that anything be done, or words to that effect. 
I cannot recall the exact words but I distinetly remember 
the memo. I did not take or steal a copy of the same. 
Then when the Mayland interests brought claim against the 
Conservation Board Mr. Knode came to our office that same 
morning on which the suit was filed and brought the claim 
in and it was taken out to the different stenographers 
ofthe’ Royalite Compamy, Split up, and given them to copy 
and afterwards it was put together again. I was the one 
who put it together. I thought it was rather strange 

that it should be done in our office. However, I did not 


know why it was done but it was rather peculiar. ‘Je were 
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very short-handed at the time, one girl was away on 
vacation and it seemed rather odd that we had to throw 
down our work that was supposed to be so important 
before that time to do this. Afterwards I said to 

& stenographer that it was rather odd. She was the 

only one person in the place who grasped the significance 
of the ching but as she is related to four or five 

Impe rial employees I do not imagine she would recall it 
either. That same day the Vice-President of the Royalite 
Oil Company sent copies of that claim to the Toronto 
office. I cannot say to whom. and he said Mr. Knode 
welcomed an opportunity to test the validity of the 
legislation. Not very long after conservation went into 
effect and these new laws came in, they started a new 
form of statement in the Imperial Oil. They came around 
with a letter and said it was an important letter, 
written to the head office, and the statement contained 
an outline of all the wells in Turner Valley,. the 
independents and contracts, in which they had put any 
money. I was told that letter was very important and 
that: it was written to the Toronto, office Dut. it was 
really intended for Mr. Bimmell to take to the New York 
office of the Standard Oil, and ever since that time 
that cony has been made each month, showing how much 
money was coming in from these different companies, 

and each month it is going down and getting less ana 
ee because conservation has had the effect of reducing 
the revenue, until some months the companiesat the end 


of the month they owe more money than they did at the 


first when they started. 
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Q THE CHATRMAN: . “hich companies are you 
speaking of? 
A such companies as the Merland Oil Company. 
Contract companies? 
A 


Biinerperthers or contracts, or=-L=+ now, many times when 
the Royalite speak of independent companies they are not 
independent companies at all. They are such companies 
in which they have large interests, like the Merland Oil 
Company, 50%, or the Davies Petroleum 50%, or the Deep 
Oil Company, where they own 37,500 shares, or British 
American No. 4, which is not very valuable, but they own 
15%. 10% royalty in York 1 and 10% royalty in York 2. 
Yest Turner, now Pacific Petroleum No. 1, they deepened 
this well, West Turner, from 2700 to 7270 feet, at a 
cost of $89,969.12, and they had a 20% interest in this 
Pacifie Petroleum and 4/9's of the operating cost 
until €130,000.00 has been paid and when the %130,000.00 
has been paid they also have a further interest of 10% 
ite Sovat ie practically a Royabite well, asar 

as that goes. Then Granville Oils, they own 75,000 
shares, and Sterling Royalites, they have quite a large 
interest. In august, 1953,.cn the 9th of august, they 
got the Sterling Royalties rights from the North Jest 
Company and supplied a lot of drilling machinery and 
equipment and capital necessary for to drill the well 

at a cost of $31,047.74. The arrangement was that they 
were to have 1% gross royalty on all production for 

each $3,000.00, or in fact 10% of the prodwtion. the 
gross royalty. The balance of the $1,047.74 was paid 


by giving them one-half of one net unit. Then the 
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Royalite or the North West Company, they got the remaining 
interest in Sterling Royalties for 5,450 shares of 
Royalite stock. hen the Sterling Pacifie Oil Company 
had a 123% interest in the Sterling Royalties well and 
the Royalite bought the Sterling Pacifie out and that 
gave them 222% interest in Sterling Royalties. 124% 
that they got from Sterling Pacifie and 10% that they 
got on their own, making 224% altogether. Before the 
North West Company assigned its share over to the 
Royalite it had drawn 32,783.04 in royalties before they 
assigned. Then in December, 1938, the Royalite Company 
received @ very criticising letter from the head of 

the Income Tax Department of the Imperial Oil, Mr. CG. B. 
Dean, criticising them for the way in which they were 
Supplying their information in their income tax reports 
and said they could not find where these figures came 
for the three returns, the published reports of the 
company, the report as furnished to the Dominion Govern- 
ment and the Dominion Government income tax return 
Schedules, which accompanie@ the returns. Mr. Dean said 
in his letter he was very doubtful if any accounts could 
be found in the books to substantiate the schedules which 
were supplied for the Dominion income tax returns. 


MR. NOLAN: Has the witness that letter, 


“may I ask, Mr. Chairman? 


Yes, I have a copy, Mr. Nolan. I made ite myselh, £un 
you wish to see it. 

Yes, I would like to see it now. 

THE CHAIRMAN: Go on. 

Then on these cost statements that were submitted to the 


Commission, they did not complete them in the usual way 
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for December, November or December, because the reason 
I thought that those sthbenents were made was when 
Mr. Hill’was here from Ford, Bacon & Davis to give 
evidence, he had aceess to those operating costs state- 
ments and these other people in the office never saw it 
and he was given a special one too, made un for November, 
because the November ones were not ready. . And when I 
asked that day if these statements were intended for 
Turner Valley, because I wanted to know where they were 
going, and they said no, they were for the New York office, 
so I thought Mr. Hill had something, some connection with 
the office of the Standard Oil of New Jersey, with whom 
we had direct communication many times through Mr. ‘cre, 
the Comptroller of the Standard O11 of New Jersey, 
30 Rockefeller Plaza, New York. Then when I started 
making the statements, and they were asked to produce 


a statement of the cost of producing a barrel of crude 
Han loge! 


4a 


oil, we copied the statements back to 1933, and these 
cost statements consisted of three sheets. ‘We were told 
just to copy the two and never mind the third sheet, and 
we did that. Then at the end of the year when they were 
making the December statement I asked if they were going 
to make a statement of the cost of a barrel of crude oil 
and I was told they were not, that they did not intend 

to do it. But when T was going by Mr. Mureer"s desk 

one day I saw a statement there and I recognized it at 
once. But I did not say anything about it. Ssortly 
after that he eta my desk and he had it in his 
hand and he showed it to me and he told me, he said "That 
shows 78 cents a barrel, pretty good.” He did not sive 


it to me to type or to anybody else. and then about three 
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weeks ago I was asked to come back at night with one 
other stenographer to make a statement pas the Commission 
in the morning and these statements were these three 
statements, statements Nos. 1, 2 and 2, the cost of 
producing crude oil for 1938. ‘We came back to work that 
evening so we would have it ready for the morning and 
when we finished I sald to the other stenographer "I do 
not think this statement is really for the Commission, 
Tyenink they are just fooling: ua.” I did not know 
until the next night I read the "Herald" and I saw of 
Mr. Burns being on the stand and he said it was impossible 
to accurately determine the cost of a barrel of crude oil. 
He did not say anything about the 78 cents. JI thought 

it had been just so much in line with the other figures 
Submitted that they did not mention it. But yesterday 
when I was talking to Mir. Frawley he said they did not 
have this statement at all, and that when they asked us 
to come down to work it was not to come up here but it 
was really to send away. 

WR. FRAVIBY: By way of explanation, that 
would appear to be the Jersey statement, Exhibit "255", 
which Mr. Rurns was reauested by Mr. Commissioner [Lipsett 
to prepare, and was filed later. 

A They had it made up for many weeks although it was not 
put in. Then one Saturday while the pipe line hearing 
was on I was asked to come down and work on a statement 
of the cost of gathering and transporting oil to Calgary. 
and we worked on it all morning and in facet till about 
four o'clock in the afternoon and after it was through 


there was a long letter, memo, dictated by Mr. Burns, 
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explaining all about it, and the faced of accounting. 
I did not say anything then. But on Monday morning 
somebody came to my desk and said something about this 
statement and that it was so different from the usual 
statements we prepared down there, and I thought it was 
false, and it was never produced in Court. TI havea 
copy of that statement. And then instead of making up 
another one in our office Mr. Hill, of Price, Yaterhouse 
made one, just about a cent and a half difference 


from the one.we head at the Imperial. I think that is 


aur ihers:.is. Now, just one thing I would like to say 
about the letters. This morning Mr. Nolan said there 
were four copies made, but you were in error. There 


are three copies made. One goes to Toronto and one is 
kept in the office in a locked drawer and no one has the 
key Jo°The ‘other copy is on the file. I rave a type- 
writer of my own at home and anything I did or took out 
of that office I made notes and brought them away. I 
havenever stolen anything out of there. As for getting 
information, it is rather strange that in the Imperial 
Oil office on file,before they were produced here before 
the Commission, were copies of wires, at least one wire, 
I would say, one wire, to Mr. Bric Harvie, from his 
princivals in Toronto, supplied by the Canadian Pacific 
Railway Telegraph office to the Imperial Oil office. 
This ig the telegram. That is a copy,I madé it myself 
from the one I saw over there. Tt: sNews BarvwtesS. 

It is a night letter from Toronto on the 10th of 
January. It was put by Mr. Russell Patton, Mr. MeLeod's 


secretary, in our filing basket. It was put in our 
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file on the morning of January llth, before there was 
time to start here So Mr. Harvie did not have an 
Opportunity to place this information before the 
Cormier. although it was in the office of the Imperial: — 
as a Is that not right, Mr. Harvie? It is £rom Mr, 
Bronsdon. It is dealing with the Commission. I won't 
read it out because it is not necessary. It speaks for 
husel?. i would never have noticed it only Jp. Patton 
brought it out and he took it and put it in the basket 
and carefully covered it over with other things and, 
therefore, I was suspicious, and I went and looked and 

I saw what it was and I made a copy of it. b CouLe 

have found out through Mr. Harvie's secretary, only I 
would, not do such a thing. 

MR. FRAWVLEY: Does it relate in any way 
to the matters being discussed before the Commission? 
(lawn read. 1b? 

You tell me that, ‘‘iss MacAskill? 

Well, perhaps I am not a very good judge. 

THE CHAT RMAN ; You had better look at) it. 
The witness may not be able to decide that. 

MR. FRAWZEY: This telesram has been fitted. 
Te point is it was not filed at the time it was in the 
Imperial Oil office. It was there in the morning. 
Another thing, this morning when Mr. Mercer was speaking 
he said that the Imperial Oil Producing Department was 
only used as a name when they were preparing information 
for other people. But itis’ used for everything.) it 

is the Imerial Oil Limited, and these companies only 
exist, they are dummy comranies, to cover up the income 


tax. in my opinion. I know I am right. I shave: an income’, 
3 sito) 2 
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Miss H. :‘acsaskill. 


tax statement and it says "Salary for the year, $1320.00", 
and I am an employee of the Imperial Oil Producing 
Department. I was always paid by the North West Company 
and was employed by the North “yest Company but it does 

not appear on this at all. I have always been interested 
Poe the, oid, business ever. since ,.I went there. id, thought 

it was a great honor to work for the Imperial Oil Company 
and when I first went there to work I was interested 
because I thought I was going to get somewhere. And then 
I was interested because I thought I was not going to 

get anywhere. and I was interested in writing. I have 
had a chance to work for the papers. I have had a 

ehance to write for the "Financial Fost" and I have the 


letter here. 


(Page 8657 follows.) 
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re) 


MR. PLOTKINS: - In connection, Miss MacAskill, 


with the Sterling Royalties, you mentioned to me, I believes, 


something in connection with false returns to the Govern- 
ment, will you explain that particular matter? 

Well, the only false returns to the Government I spoke of 
were the ones of the income taxes, I saw a letter from 
the Toronto office, our ow office, our own head office, 
criticising the returns made by the campany for the year. 
But I understood you to say that they had omitted to show 
the true position, and when you objected, or somebody else 
objected in the office, that it was a false statement, 
something took place? 

Oh, that was that statement they were preparing, they 
said it was for the Commission, and it was over Century's, 
it was Century Royalties and not Sterling Royalties, when 
they were making the statement, they were going to show 
the two and a half units they had returned to the Century 
Royalties and they decided they would not show that, and 
they reduced another credit by enough to cover up what 
they had given to Mr., Mr. Mercer said "Shall I show this 
credit to the Century Royalties?" and he was told "Ho", 
because there had been too much talk about that sort of 
thing already, it is on that statement No. 45 supplied 
yesterday for 1938. 

You recall mentioning a telephone conversation with the 
then Premier, the Honouravle R. 8. Sennett, With an 
executive in the office of the Royalite, do you recall that? 
I recall conversations being repeated to me, I would not 
say it was an exeeutive, but any telephone conversation 


was available, in fact I know my own telephone was, and I 
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By © 


A 


know that anybody----- 
But in connection with this R. B. Bennett matter, because 
that is very important, he was the Prime Minister of this 


country and we find that private statements----- 


THE CHAIRMAN: Just ask a question. 

MR. NOLAN: Now, this examiner will ask, 
al) mignt.. 

Mee HOULINS si. and I would like to have 


you state definitely what the situation was at the time 
that you were told this? 

I had a private conversation with Mr. Sennett which was, 
of course, a personal matter, but it was repeated to me 
by someone in that office and I know they were able to 
find out anything in the office they wanted to. I had 
a private conversation with Mr. Bennett which was repeated 
to me. 

How did you come to the conclusion thet the conversation 
which purported to have been made by Mr. R. 8. Bennett 
at the time was repcated to you, how did it come to he 
known? 

Yell, this person told me about the conversation. 

Did they tell you how they secured that information? 
They said from the main telephone office had told then, 
somebody in the telephone office had told them. 


That they wers securing information through the telephone 


office? 


They could. 

They could? 

If they wished. 
They told you that? 


Yes. 
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Q 


Now, can you give me any more information, I mean some 
information that would throw some light on the matters 
under discussion here, this question of the relationship 
between the Imperial Oil and the way they managed the 
smaller companies and anything which would throw further 
light on the relationship between the Conservation Board 
and the Imperial Oil executive, both here and in New York, 
Orin Toronto ? 

Well, it was my Opinion that the Conservation Board 

was not really a Conservation Board, it was just there to 
shut down the smaller companies. 

THE CHATRMAN: Well, Mr. Plotkins,. we. are 
not interested in the witness! opinions. She can state 
any facts she knows and we will draw the inferences. 

Mist. 2 OTK END t Yes. ‘Have you Sesn volare. 
any conversations or were any conversations repeated to 
you or any confidences made to you by any of the executives 
or the employees in the office there in relation to the 
relations between the Conservation Board and the Company? 
Well, it was told me more than three weeks ago by a person 
who has a very eood position down there that Mr. Burns 

and Mr. McLeod thought that Mr. Knode was wonderful, and 
they were very well satisfied with the work he was doing. 
Can you recall the wording, the exact wording of this 
memorandum that we have been told has been mislaid or 
stolen, relating to the situation that was explored with 
regard to closing down the Mayland plant? 

I cannot remember the exact words, it was a short memorandum 
of 8 or 10 lines and it said that any conservation policy 


put into operation that would have the effect of closing 
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the Mayland plant, of the Gas & Oil Produots, would 
adversely affect the absorption plant of the Royalite 
Oil Company. 
Q are you in a position to go to that memorandum if you. 
were given the privilege of finding it in the offices of 
the Royalite? 
A I don't think I would find it now, the people who are there. 
Q You know where it was? | 


I know where it was, certainly, I knew where everything 


was. 
Q How many copies of that memorandum wera made? 
A ieaon nou Know, 1 didn't do 1t myself, L. just saw ation 


the file and the copy, it was not a copy I saw, it was 
the: original. 

Q The original? 

Yes, and it was addressed to Mr. McLeod and a copy must 
have been in his office but at the time I saw it the 
Original was on our file. 

How d@id you come to see it? 

A I was putting something in the file, I never went out of 
my way to see anything, everything was what came under my 
direct observation. I was not snoeping amund or looking 
for any information at all. 

Did you know how this memorandum came to be typed? 

A No, I had no knowledge of it until I saw it on the files 
and after I saw it I was surprised. 

Q Would there be any notes,I mean any stenographer 's notes, 


connected with the dictation of this particular memorandum? 
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A Well, I do not know, I do not know “ho did it, there 
are only two people there who may have done it, but I 
feel quite sure neither of them would recall it; one of 


them never recalls anything and I know the other one 


would not. 
MR. PLOTEKINS: That is all, thank you. 


No, there is another matter, pardon me, that I overlooked. 


(Page 8662 follows.) 
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Miss MacAskill, you were the one that informed me that 

the press had been approached by Mire Nolan. 

MR. NOLAN: Now before the witness 
answers, sir, 1 would like to say something about this. 

It puts me in rather an enbarrassing position but £ am 
sure the Commission will understand what I haa to say 

even although the public who are present here do not. 

The situation is that we have been served with a subpoena 
to produce certain things, items fourteen in number and I 
think :I may assure you that we have done our best to pro- 
duce all and everything which we were asked to produce. 
There is just this one question of this memorandum, if 
there ever was &@ memorandum, which up to the present time 
we have been unable to bring before this Commission. For 
Heenan we produced everything. Now fy hectn ae friend, 
Mr. Frawley, was asked hy Mr. PlotkKins to demand production 
from me of a letter passing perwece meandmy client. Well 
Bir o0iby.i8 Fewieknowhn to you from your experience that I am 


not permitted to produce documents of that kind and the 


danger, and I may say this openly hore today, is, that the 


kdea may get abroad in the land that there is something | 
to conceal about this. That is not my present purpose at all. 
I am simply saying to you, sir, that I am not in a position 


to produce it. It has not been requested from me by Counsel 


to the Commission and that was the advice which he gave to 
tire Plotkins when he was asked to demand production of it 
from mee -Now of course the reason for this rule is perfectly 
plain and clear. It has nothing to do with the Lawyer or to 


protect him in any way fron anything. It.is perhaps best 


expressed in these words, "the rule is established for the 
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protection of the client, not of the lawyer. It is 

founded on the impossibility of conducting legal bus- 

iness without professional assistance and of necessity 

in order to render that assistance effectively, to secure 
full and unreserved intercourse between the two". Now 

I realize, sir, this is not litigation ana I realize that 

no one is on trial before the Commission but at thé same 
time there is a great deal of legal business carried on 
between mysclf as a barrister of thts Court and my client. 
It has been the rule for centuries that that correspondnece 
and communications existing between myself and my client 
should bo privileged in order that there should bo the 
greatest freedom as between the solicitor and the client 

and so,-not wanting to do it but forced to the necessity of 
doing it, I have to say to the Commission that in my opinion 
Mr. Frawley was quite right in not permitting Mr. Plotkins 
to include it in his subpoena and I ask the Commi ssion to 
say with me that it is not proper to ask production in 

these proceedings of any letter, any correspondence or wires, 
passing between the Toronto office of the Imperial Oil, 
Limited and myself as their solicitor in Calgary. 

MR. PLOTKINS: e ire Ghaimaan. in the first 
place I want to draw the attention of the Commission to the 
fact that the copy I saw had been typed on Imperial Oil 
stationery, had been made in the Imperial Oil office and the 
wording is not that of a solicitor and client but of an 


employee of the company. Now that is one ‘thing. 
MR. NOLAN: May I ask who wrote it? 
THE CHATRUAN: You are now speaking to thie 


docyunent that you suggest iir. Nolan wrots. 
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WMRe PLOTEKINS: Yes, at least to the best of 
my knowledge, I am only speaking from what I saw and what 
I heard. I did not have anything to do with the document 
until a couple of days ago. Now the other side is this, 
that I was made under compulsion to disclose the nane of 
the person that gave me that information and I have no doubt 
that the Court saw fit, the Commission saw fit,.to make ne 
give the name for the purposes of establishing the truth of 
the statement and the veracity of what I said, where I had 
been told that. 

The next thing is I am now in 
& position as a business man, a gentleman, where I have to 
justify my conduct. TI have made certain allegations based 
on what I knew were the facts through the fact that E had 
trusted someones else to tell me anc that someone else has 
told me that there is a document proving that contention. 
Now the position is, it is immaterial to me whether the docu- 
menfi is produced or not but what I am, what I would like to 
Bee is Mr. Nolan ecithor admit that that is «a fact or deny it 
because after all I am not conoerned with what is in the let- 
tere I am only concerned with what did take place, to sub«+ 
stantiate the statement which I had made from time to time 
to this Commission that they are using, I would say, not just 
ordinary methods to conduct their business and only to the 
extent of that point am I interested in substuntiating that 
statement so that if we could read the copy, the witness Miss 
MaoAskill can read the copy, then only to the extent of read- 
ing that part that applies directly to the matter under con- 


sideration, I will be perfeotly satisfied. 
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THS CHAIRMAN: wir. Nolan, what have you 
to say with regard to what we conceive to be the real 
point, namely as to whothee top not secondary. ovidence 
may be introdused. There can be no question whatsoever 
ée to the privilege attaching to communications between 
solicitor and client, there can be no question about that 
at all. From time immemoritl it has been understood that 
those communications are sacred in order that people may 
have the assistance of solicitors ofa berristers 
to help them in the conduct of their affairs. The rule 
has stood for a long timee It is in our opinion a very 
wise rule and one which we shall in newise infringe upon 
but that does not go the whole way of meeting the situation 
with which we are now confronted. It is not suggested that 
you produces that communications What is suggested is that 
this witness be allowed to prodece a copy of it which is in 
her possession and it is that to which I would be glad to | 
have you address yourself. 
MR. NOLAN: Yese ‘Jell my answer to that, 
sir, is simply this, the privilege which exists is that of 
the client and the client alone can waive it. The relation- 
ship of this lady in this office has been clearly established 
as that of employer and employee. Her information, whatever 
it may be, is hers by reason of her being an employee of 
that company. I submit that she cannot give @vidence of 
anything that is privileged because of the relationship which 


existed between her and the company. ‘There is some authority 


for that sire In a case Taylor and Forster to be found in 
172 English Keports at page 89, Chief Justice Best said that 
a golicitor’s clerk who was on the stand and was asked what 


the solicitor had told him aid not have to answer because it 
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was a privileged communication. My point is that this 
privilege, once it attaches, is there for all times. 
Nothing can take it away ana my submission to the Com- 
mission is that this relationship of employer and employes 
that oxisted between Miss MacAskill and the Imperial Oil 
Company prevents her fron saying anything about the cor- 
respondence passing between myself and my client. 

THE CHAIRMAN: Well now you are familiar 
with the case of Ashburton and Pape reported in 1930, 2 


Chancery. 
MR. NOLAN: Yes. 
THE CHATIRL:AN: In which the haster of the 


Rolls, Cozens-Hardy, in speaking of a prior case of Cal- 
craft and Guest, said: 
"The rule of evidence as explained in Calcraft v. Guest 
"merely anounts to this, that if a litigant wants to 
"prove a particular document which by reason of priv- 
"ilege or some circumstance he cannot furnish by the 
"production of the original , which would be the case 
here by reason of pr ivilege 
Nhe may produce a copy as secondary evicence although 
"that copy has been obtained by improper means and even, 
"it may be, by criminal means". 
What would your observations be with regard to the rule as 


there statcd by the Master of the kolls with reference to 
the earlier case? 

MAR. NOLAN: Woll my answer to that, sir, 
is to be found in Taylor on Evidence, Volume 1, at page 


582, referring specifically to the case to which your Lord- 


ship has just made mention. 
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THE CHATHAAN: Volume 1, page what? 
wR. NOLAN: Page 6582, paragraph 922: 
"If, however, an instrument in the hands of a 
"solicitor, which is privileged from production, 
"comes accidentally into the hands of a stranger, 
"who makes a copy of it, or, if a solicitor, in 
"violation of his duty, voluntarily communicates 
"to a stranger the contents of an instrument with 
"which he was 6onfidentially entrusted, or permits 
“him to take a copy, the secondary evidence so ob- 
"tained is admissible in case of notice to produce 
"the original being duly given, and the production 
“resisted on the ground of privilege." 
But there is no authority and I submit there never will 
be any suthority that anyone in the position of ijiss 
MacgAskill would cver be permitted to disclose what she 
as an employee has seen. Otherwise the whole purpose of 
the rule would be lost and as your Lordship has poihted 
out, it is one that has been in foroe for a very long 
time and is the whole basis of the manner in which the 
profession of which I am a member is conducted. 
THE CHALRAN: In other words it is your 
submission, as I presently appreciate it, that your 
client, having claimed the privilege, that privilege must 
be respected subject to this that secondary evidence, if 
available, must be received after it has been shown that 
the original has not been produced in response to a de~ 
mand or a subpoena as the case may be, provided always 
thet secondary evidence is in the hands of a person who is 


not a solicitor to the client or @ clerk. 
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bitte NOLAN: Exactly. 
THS CHATRMAN : Ana you say that we are now 


confronted with a situation which comes within the excep- 


SACD: 
wke NOLAN: Exactly. 
THE CHATRAN: Well I think we shall have to 


get at the fucts. Have you any observations to meke, ir. 
Harvey. we already have the view of Commission Counsel in 
his refusal to grant the subpoena denanding this document. 
MRe HARVEY: No, I have no remarks to make 
in that connection. In connection with the wire that was 
spoken of I have. 

TH CHATHMAN: Yes. 

TH: CHAIRMAN: idigs ivacASkill, stand up 
please, iiss Macaskill I am going to ask you one or two 
questions and I want your answers to be entirely responsive 
to the questions, Il want you to give me no evidence at this 
moment that you are not asked for. Now it has been suggested 
by Mr. Plotkins that you have a copy of a letter bearing upon 
the subject that we have been discussing is that correct? 
Yes. 

You got that letter where? 

At fhe, pitiges 

At the office of the Koyalite O11 Company? 

Yos. 

In Calgary? 

Yes. 

It was a typed docunent ? 

Yes, a typed document. 

A typed letter? 


Yos- 
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Q Was the letter in question typed by you? 


A No, it wus not typed by me. 


Q it was not typed by you? 

A No. 

Q Do you know by whom it was typed? 

A Yes. 

Q An employee of the Koyelite in Calgary? 

A Yes. 

A) and you were, at the time you procured it, an employee of 


the Koyalite in Calgary? 


A Yes. 
Q Bmployed as a clerk there? 
A As a matter of fact 2 handed in my resignation before I 


obtained the copy, I hed handed in my resignation before I 


obte ined the copy. 


GQ When did you hand in your resignation? 

A At 20 minutes after 9 on iionday morning. 

Q 20 ninutes after 9 on tionday morning? 

A Yes. 

Q MRe FRAWLEY: On Juse oth? 

a Yes. 

Q THE CHAIRMAN: Did you go, you had heard of 
the evidence given by irs Plotkins, mentioning your nafe, 
with respect to a letter, had you? 

A Yes. 

Q Ana@ had you not given Mr. PlotkKins the information which 


he said you had at that time? 
I had told him about it yes, but he had not seen the letter. 


be He had not seen the letter? 
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But you had just gotten this letter before you resigned? 
No, I went in at v0 after 9 and gave my resignation to 

Mre Young and then I eame out and nade soc notes, that is 
the way I got any information that I took out of thore, 

by notes, took it home and typed it on my own typewriter. 
Oh, so that you have not got a copy of the letter at all 
except from your notes, is that it, from notes you took 
from a document you saw in the Royalite office? 

Yes, but I saw the original letter, I saw the original 
letter because the stenographer couldn't read Mr. Nolan's 
writing and she same to me to tell her what it was, that 
was the way I happened to see the lottor in the first 
place. 

These notes which you spoke of, were made by you from a 
document in the koyalite office, after you resigned? 

Yes. 

You stayed around there after your resignation, did you? 
Well I wrote the letter when I went in first thing in the 
morning and I was not able to hand it to the man in | 
question because he was busy and I went and looked at the 
letter and made the notes. 

Well he was still busy? 

He was talking to ir. MeLeod, yes, he was not available, 

I wanted to leave right away. 

Then you had not handed in your resignation if what you say 
now is true, you just intended to, when you had the chance? 
Yes, as soon as I had tl chance. 

Well I mean something is the truth, isiss Macéskill, andl 
want the truth and nothing else, you said a monent ago that 
you handed in your resignation before you took these notes; 


you are saying now that while you had your resignation aade 
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the man to whom you were to give it was busy? 

Yes. 

80 you again looked at the notes and, and looked et the 
letter and made your notes? 

Yess 

So it could not truthfully be said you had resigned then, 
can it? 

Well Z had. 

You had merely the letter of resignation in your hand, which 
you intended to produce? 

+hat is right. 

Yes? 

I can say that I was leuving and I hid told several emplovees 


I was leaving before. 


Yes, but we want to get at the facts, all right, you mey sit 
down. 

MRe PLOTKINS: hire Chairman, i:isa MacaAskill 
told me, I might clarify that point I think, she isa little 
excited now and perhaps mixed up. 

THE CHAIR: al: I do not want to hear what 


your evidence for iiiss wacAskill is. She is quite competent 


to give her own and she is the only one under oath at this 


moment. She is the ene speaking as to what transpired. well, 


since we are here dealing with an unusual situation in that 


we have no opposing counsel making submissions to us, which 


ordinarily occurs in Courts of Law, and which is not to be 
expected always, if at all, in inquiries of this character, 
it is, we think, not unimportant to-state in simple language 
our reasons for coming to the conclusion which we do. [ft is, 
as I have before said, been a long, long established rule 


that communications between solicitor and client shall be kept 
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ob 
inviolctc. The reasons fon that rule I need not enlarge 
upon more than I have done but so that the witness and 
the examiner, who is a layman, may clearly understand 
Our decision in this matter, we may add that even as Lt 
is important that communications between solicitor and 
Client be notduunded, the d@ivulgenee of thon be not forced 
for the protection of clients, even so, cver since 
barristers and solicitors have functioned for clients it 
has been important for them to heve clerks in order tht 
the business of the client may be carried on, or advice, if 
that is what was Sought by the client, given, with the 
help of clerks and in cases where people do not speak the 
the holp of 
sane language ,with/interpreters, the rule has been cnlarged 
to include such people who are necessarily adjunctsof a 
lawyer's office or a client's office, as clerks and 
interpreters. it is ts be hoped that, if we are in error, 
it may be possible to correct our error but we entertuin 
the view, not only expressed by Chief Justice Best in the 
case to which ir. Nolan has referred and which we also 
found for ourselves, which was decided so far back as 1825 
but «glso stated in the modern books upon evidence, such as 
Best on iividence; in speaking of professional coununicetions 
it is said "at the head of these stand communications oade 
betwee a paray ana hia legal advisers, that is to say, his 
counsel and attorney and this includes all media of com- 
munications between them, such as clerks, interpreters or 
agents". And again it is said ine well-knomn work on 
evidnece, Phippson on ividence, as follows: 
"; elient, whether party or stranger, cannot be com- 


"pelled, and a legal edviser, whether barrister, 
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“solicitor, the clerk op intermediate agent of 
"either, or an interpreter, will not be allowed 
"without the express consent of his client, to 
"@€isclose oril or documentary communications 
"passing betwoen them in professional confidence." 

Now if these authorities are 
to be accepted by us and we can thirk of no good reason 
why these authorities and the cases upon which they have 
been founded and which have stood the test of time, should 


be rejected or ignored by us, and entertaining the view that 


we do, that the privilege which a client may claim, not only 


‘precludes his lawyer from divulging the communcation but al- 


so includes the clerk which either may employ as the media 
through which they function and who gained that information 
beaau se of his position as suoh, We think thet if the pos- 
ition of clerk be established,th: + the communication may not 
be divulged. To that end we have taken occasion to exanine 
this wituess for ourselves. Wwe think it quite idle to say 
that because she had a letter of resignation in her pocket 
that the relationship of clerk and principal did not at the 
moment of her securing this information exist and 80 we 
eel With the weight of authority«s it is,that we have not 
the slightestm:.son for folloiwag any other course than to 
give effect to the claim for privilege which has been made 
and so the evidence will not be allowed. 

MR. NOLAN; Now may I say something at 
this stage, sir. With the permission of the Commission 
and with the assistance of my friend, Counsel to the Com- 
mission, I would ask now that representatives of the press 
be called before this Commission so that I may clear myself 


of this charge that has been made against me and who may 
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come and say whether or not I either asked then to in 
any way tenper the material which was being written in 
the newspaper or ask them to eliminate the publicity of 
the reportsof this Commission, that is perhaps somo- 
thing I can discuss with iir. Frawley who has the conduct 
of the effairs of this Commission. 
THs CHATRiiAl: tire Nolan, you claim 
privilege for your client. ‘We have given effecat to that 
Claim for privilege, in respect of the document which he 
says establishes the fact, at least the examiner says 
would establish the fact. 
hike NOLAN: Yese 
THE CHAIRMAN: I am wondering #8 to the con- 
Sistency of the position, having excluded that on the 
ground of privilege, we should now embark upon a collateral 
inquiry es to whethor particular men were told something by 
youe The whole theory on which it is suggested that this 
evidence should go in is that it has a tearing upon costs in 
Turner Valley. It provides the means, as was put by the 
witnoss Plotkins in tho record, amongst other things, prope 
oganada and the control of the press, I am wondering whether 
the question as to whether you as an individual said some- 
thing to some reporters as individuals is aot « collateral 


inquiry with which we are not concerned. 
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I wouod be very glad to hear you after you have thought 
it over, perhaps, and give us your views about that 


and we will certainly leave it open. 


Mi. NOLAN: All right, Sir. 
WR. PLOTKINS: In that regard..... 
THE CHAIRMAN: You understand we are dealing 


now only with the one matter, about which, this letter 
that you said existed. 

MR. PLOTKINS: I understand this letter 

is disposed of. 

THE CHAIRMAN: I do not care what your 
understanding iS...... 

MR. PLOTKINS: Is that not the ruling of the 
Court, that we cannot produse it? | 

THA CHAIRMAN: I thought you were suggesting 


to us the letter had been destroyed. 


MR. PLOTKINS: Oh no. 
THi CHSIRMAN: we are having so many sug- 


gestions of evil that perhaps I was not quick enough 
to understand you. 

MR. PLOTKINS: My language is probably not the 
proper one and I may be misunderstood. But what I am 
going to ask the Commission now is a matter of whether 
or not Mr. Nolan did approach the rress is still 
relevant even though the letter itself cannot be 
produced to substantiate it, if at all. so J 

propose with your permission to inquire from the 
witness as to what she did learn, even though the 
letter itself cannot be disclosed. I would like to 
know whether I am permitted to do that? 

TH CHa TRAN No, you are not, for the 
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Simple reason that I would like to make that olear 
GO VOlle's 6's 

MR. PLOTKING: We Live Sater: 

THe CUATRMAI: ‘hen it comes to speaking 

I shall have precedence yet awhile - for the simple 
reason that on exactly the same ground as the letter 
itself is not admissible soare its contents not 
admissible. It is privileged. 

Mee FLOTKINe: Mr. Cheirman, am I to 
understand that a barrister is privileged to the 
extent of he can commit a misdemeanour or a crime,- 
I am not suggesting there is e@ crime in this case - 
but I am just asking, and he oan be protected: 

Tid CHAIRMAN Ss Mr. Plotkins, would you 
just go and ask a lawyers Iam not here to give 

you a legal education. I am making a ruling that 
once this document, as a privileged communication, 
once the privilege is claimed we then have rejected 
it. ‘That decision is final. / Vou may proceed, with 
anything else, of course. 

Nite PULL iis % Mr. Nolan gets up and goes 
further and wants to have his name cleared. He 
wants to establish the fact there is no such comnmnuni- 
cation or there is no such contact. Well now, I 
feel I should have the privilege of establishing 
that contact. 

TH: CHAIRMAN: Me. ebotkins) laa. volan 

has not yet got a ruling to the effect that members 
of the Press will be called, as you well know. 50 


you need not concern yourself with that tili it arises. 
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we seem to have plenty of immediate troubles without 
anticipating any. ‘We have said at this moment it 
does not appear to us that is relevant. So we are 
not going dovn avenues that are purely personal, 

much as we mish’ like to see any person who has been 
attacked dispose of the attack on him. But we 

are concerned only with what is in our Commission 
and we are going to stick to that.  Insofer asi it 
can be shown that anything is relevent to the subject 
matter of this Inquiry we will hear the evidence no 
matter who it may hurt or help. Beyond that we 
distinctly will not. 


Ms. PLOTK INS: I will rest on that, thanks. 
THE CHAIRMAN: Any further questions, Mr. 
Plotkins? 

Re PLOTKINS: Not at this time. 

WR. SMITH: I had a question or two, 


Mr. Chairman, if you will permit me. 


THs CHAIRMAN: All right. 

% MR. SMITH: I am interested only in Mr. 
Knode, whose name you mentionec. Do you know him to 
see him? 

& Yes, I have seen him. 


G ‘here did you see him’ 


4 In the offices of the Royalite Qil Company. 


o How many times? 
yy I cannot say how many times, numerous times. 
2 You want to be pretty careful. You know him. It 


is \. F. Knode, the Chairman of the Conservation 


Board? 


A Yes, I know. 
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You are now pledging your oath that you have seen 
him in the offices of the Royalite Company numerous 
times? 

“ell frequently. 

“hat do you mean by that? Before you go any further, 
let me make this suggestion to you. He was oly 
there once in his life and that is before the Board's 
offices were opened. I want you to exercise some 
care and in view of that suggestion I want you to 
tell me how many times you saw ir. Knode in the 
offices of the Royalite Company in Calgary? 

“ell I cannot sey how many times exactly. It was 

my impression at least five or six times. 

Do you want to swear to it* 

No, I would not swear to it. 

Will you swear to four? 

I would not swear, no I would not swear to four. 

To, three? 

Yes, I would. 

All right. You are pledging your oath that you have 
seen lire Vie F. Knode, the Chairman of the Conservation 
Board, in the Royalite offices at least three tines, 
are your 

Yes,coming in the office. I did not see him in the 


building. I dia not see him in-any particular office. 


here did you see him, on the street: 


No, coming into the entrance to the office. 
The Royalite office has an entry from the “est side’? 


Yes. 


You go through a doorway into a hallway? 


Yes. 
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Q On the right hand side of the hallway is the generel 
office? 
4 Yes. 


s Is that where you work? 

4 No, I do not work there. I am in the general office 
but not right there, 

% “here were you that you could see this man in this 
hallway? 

A I was either standing at the files or I was taking e@ 


drink of.water. 


Q “ere you taking a drink of vater when you saw him‘ 
4 I wes the dey he eéme in with the Mayland claim, 


hecause that is where I happened to see him. 

Q ~@ will talk about that. You say it was the date 
it was issued? 

4 It was the morning it was issued. 


It was the morning it was issued. I make this sug- 


2) 


gestion to you, that wr. '%. Fe. Knode vas not in 
the Gity of Calgary at all the day that Statement 
of Claim was issued. Think that one over. low 
did you see him with this claim in that office? 

4 I did not see him with the claim. I was taking a 
drink of weter and 1 saw this man coming in who I 
had been told was Mr. Knode, and I went back to my 
desk and I wes working and in due course one of the 
men in the office came out, I think it was Mr.Patton, 
Mr. MeLeod's secretary, and he had this Statement of 
Claim and he said we were to copy it, that lr. knode 
was waiting. 

Q “ho told you? 

4 Russell Patton. 
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All right. Russell Fatton, who is still an employee 
of that Company? 

He is Mr. McLeod's secretery. 

You say that Russell Patton told you that Mr. Knode 
was waiting for the Statement of Clsim in what is 
known as the Mayland action? 

Yes. 

are you sure of that? 


Mes, nigam sure. of “thet. He did not say it to me 


directly but there were five of us there. I was working 


on it. 

“hat did he say to you? 

He said"would you pleése hurry with this document 
because tir. Knode is waiting." 

“hen was that? That would be the Gay it was issued. 
Peraverttrnerc.elitizsi the loth, I thinks the Torun 
day of September, 1958. That was the day you are 
talking about’ 

Yes, that was the day. 

Al. right, So your present ogth is that.on the 16th 


of September, 1938, Mr. \. F. Knode vcs in the Royalite 


office with the Statement of Claim in the action 
Miracle Oils and Mercury Oils against the Attorney 
Generel and the Conservation Board? 

Heal would "like to say that perhaps it was typed 
in an@ dated the day before. I would not be sure 

of thet. 

The day that the elaim was presented of My. Mayland. 
Do you mean the date on that? 

It might have been Gone the evening before and dated 


the folloving dey ana brought into the office the 
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next morning. I would not swear to that. 
“lll you swear he was there on either the 16th or 

the 17th days of September, or the 15th day of 
september? 

No, I would not swear to the d= te. 

I may tell you from the records of the Gourt this 

was issued on the 16th, that is the day you said he 
was there. Nov then, I will give you a little more 
latitude. Will you swear he was there on either the 
Povn yor the <16th or the L?th days of ceptember, in 
the Royalite office? 

I cannot swear to the date. I know hé was there the 
dey the claim vas brought in. I won't say vhat date 
it vas because either Mr. Bird or ir. Patton or acne 

of the people in the office, they were the ones whe 
told us he weg waiting. 

“Ho told you, was it Patton or Heard? 

Russell Patton. 

You seid it was either Patton or Heard or someone else 
whose name I did not catch’ 

I am sure it was Russell Patton. First it was given 
to ur. Burns' secretary because they did not want to 
split it around the office. They did not want everybody 


to work on it. They wanted one person to Go it but 


‘there was not time for one person to do it so quickly 


“BO they split it in different pages. 


I make this suggestion to you, that the copy that came 
to your office wes brought by lr. Burns from @ meeting 
of the Alberta Petroleum Association where he got it 
and that Mr. Knode was never in your office with the 


Statement of Claim or any part of it. Think that over? 
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b It was »ir. Patton who told us he was deere and that 
is all I have to go by. He is Mr. McLeod's secretary. 
G You said you saw him going init | 
vs) 2 6820 ne came into the office, but Lb did not see him 
bring the Ststement of Claim in. But we were told Mr. 
roca was Waltines for tt. Il aid not see Mr. Burns 
that day. There were sometimes days I did not see 
Mr. Burns ané I did not see him that day, in connection 
with this at all. 
Q- How do you know you did not see lr. Burns, your Mr. 
Burns that day? “"nhieh day is this you did aa see 
“Mr. Burns, the 15th or the 16th or the 17th? 
4 I am not stating the exact date. I know it was that 
day because I know when I went home in the evening 


it wes in the Herald and it said it was filed today. 


g .r. Burns was not in your office that day? 
4 He was not in the stenographers' room. He might have 


been in the office. 
f So when you told me kr. Burns ves not in the office 


you meant he was not in the stenographers' room‘: 


4 No. 


y 


You spoke of one other matter and that wes the temor- 


andum? 
A Yes. 
G From tir. Burns to Mr. ieLeod’ 
4 Yes. 
. Can you tell me about what time that was? 
4 That was prior to the Statement of Claim but I do not 


knot: the date. 


C That would be prior to the 16th day of September, 193887 


& I think..... 
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was Simply something, 4 


Just answer me and we will do very well indeed. 
Accord*ng to your recollection what that memorandum 
Said was, that you said the Conservation Board, that 
ils what you said by yourself. “as lir. Knode's name 
mentioned or was it the Conservation Board? 

No, it was not the Gonservation Board. I said the Conser~ 
vation policy, any conservetion policy put into effect 
which would force Mr. Mayland or the Gas & Oil Products, 
I von't say which, because it was my impression it was 
the Mayland plant, to close, vould adversely arfrect 
the plants of the Royalite Company. 

Mr. Knode vas not mentioned in that memorandum? 

Yes, it said, I won't say the exact words because I 

do hot recall. It was e@ great shock to me. 

Ay Vos ib Guch 3o Shock? 

Because I ves wondering why they were wanting to close 
Mr. Mayland's plant. 

And that shocked you? 

Yeo, Ut did. 

“here did this discussion take place’ 

He did not say, It wes just ae memorendum to Mr. 

ds He. licleod. 

I suggest this to you, that shortly before you saw 
that memorandum, there was a meeting of all the 
operators with the Conservation Board and Mr. Burns 
was there representing your Company and his memorendum 
gs memorandum of what had teken 
place at that generel meeting’ 

Yes. 

Do you remember that? 
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Bar veht, we will léave i vit thet is slit tee 
Wott Let It. lie right the te. 

It was not the same thing. 

Mie PLOTKIN: I insist on the Chairman 
protecting the witness. ‘Me do not want the witness 
tricked. 

TH CHAIRMAN: Just a minute Mr. Plotkins. 
It was not the same memorandum as the one about the 
meeting. I recall that quite distinctly, because it 
was a page and a half, and among other things at that 
meeting they discussed the fact that ir. Mayland 
advertised for casing head gasoline or something like 
that. 

MR. SMITH: And this was a discussion 
between your Mr. Burns ano wir. McLeod, or a memor- 
andum between them? 

& memorandum between Mr. Burns and ir. wicLeod, and it 
said something about any conservation policy that 
would affect the Mayland plant would affect the 
Royalite plant. 

I am only interested in any document dealing with Mr. 
Knode. | 

This @id deal with Mr. Knode. 

fhe one we cannot find, eight or ten lines? 

Yes. 

Iam suggesting to you that thet memorandum from Mr. 
Burns to Mr. MeLeod was as a result of thet meeting 
of the operators with the Conservetion Board at the 


3 


Conservation Board offices? 
No, because that one was about a page and a half, and 


I reeall that one quite distinetly, because there were 
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different things discussed. One thing that was dis- 
cussed was that the B.A., wanted to bring in oil 
from across the border. 

(. “hen did you first meet Mr. Plotkins? 


A It was around the last of December, 19358, 


#> 


Where did you meet him? 
A t called nim up and told ‘him I would Like to’ talk to 


Vineand L went’ to his house. 


£> 


When did you first speak to him about this memorandum 

mentioning Mr. Knode's name? 

A I do not remember. ‘¢€ talked about general things. 
I was interested in writing or preparing some articles 
and we talked about different things. 

te This writing you are talking about. Is it your idea 
to write articles about the oil business? 

A That wes my intention and I had é chance to write an 

article last vecember for the Financial Post, and 

I have the letter heres with me if anybody would aére 


to see it. 


ce) 


I am accepting your word, and I *hink you would write 

very vell. But is this part of your campaign for 

your writing, your appearance here? 

4 It was not exactly a campaign. 

C Is your appearance here, giving this evidence, designed 
so that...-«. 

A Noo net a or pubLicl ty, nos 


O To assist you in writing these articles about the oil 
business? 
A No. It would not last very long. .iverybody around 


here knows about the oil business. 


q Do you want to write articles about the oil business? 
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Yes, Liwould iike: toll / eould. 


I amvery anxious to have you tell ms if you can when 
you first discussed Mr. Knode with Mr. Plotkins? 

I cannot say. 

aven the month? 

Fardon? 

iven the month?, 

I have only seen Wr. Plotkins about four or five times 
altogether, I guess, so I do not remember whst was said 
each time. 

Tener e Vout tiroat discuss Mir. Anode with him, if you 
can tell mes 

I eannot tell you because I do not remember. 

"aS it within the last ten days? 

“Sil at Might have deen. 

Don't you know, vhether it was within the last ten 
days or even the last six weeks, or what? 

It was within the last six weeks. 

It was within the last six weeks, so then probably.... 
THe QRETREANs Mr.Smith, we will proceed in 


the morning. 


(At this stage the Hearing was adjourned until 10.40 


B.M. June 9th, 1939). 
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(EXAMINATION OF MISS ELIZABETH MAKTHLL MACASKILL CON 
TINUED BY wR. SwITH): 


Miss MacAskill, I have only one or two questions to ask 
you--+-- 

MR. J. T. SHAW, K.C:; 

Mr. Smith, pardon me, if your Lordship pleases, may I 

Bay that I have been asked to appear on behalf of Mr. 
Plotkins in connection with these various matters but of 
course your Lordship will understand that intervening at 
this late date, a month after the Commisgion has started, 
that I of course would be under, it would be impossible 

for me to cross-examine in the various matters which might 
be of interest to the Commission and so while I am appearing 
for ir. Plotkins, I-would like, if possible, that Mr. Plot- ~ 
kihs would have the opportunity of cross~examining in such 
Gases where he has specialized knowledge, rather than myself, 
so as not to hold up the work of the Commission. 

THE CHAIIUAAN : ve welcome your attendance on 
behalf of Mr. Plotkins, ir. Shaw, because, for obvious 
reasons, there are rules of law and rules of evidence that no 
layman understands and it is not to be expected that lire 
Plotkins would. wWith regard to you both examining when it 
seens that Mr. Plotkins' specialized knowledge will bring out 
what is thought important, I see hovonaeemice to that. 


MR. SHAW: Thank you, Mir. Chairman. 


THE CHAIRMAN: All right, Mr. Smith. 


Q MR. SMITH: iiss wacAskill, in thinking 
this thing over last night it occurred to me that there 


might be room for some error. You have already said that 


you know iJr. Knode? 
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I beg your pardon. 

You know him to see him? 

Yes. 

And you also know lir. Kolb? 

Yes, I know him to see hin. 

L an speaking now of the statement that you made, by the 
way, what does Lire Knode look like, do you know, can you 
tell me? 

Well I would say he has a rather fat face, he had rather a 
Pull face, thinning hair. 

What kind of hair? 

Thinning. 

L beg your pardon? 

Growing thin. 

Oh, I beg your pardon, I thought you said hennad? 

No. , 

All right. Now I am making this suggestion to you with 
respect to this statement, you said that Russell Patten had 
spoken to you and to the other girls saying that they were 
rather ina hurry as Nr. Knode was waiting, I suggest to 
you that if he said anything of the kind he said "hire Kolb 
was waiting"? 

Oh no, sire Smith. 

You are quite sure of that? 

Oh yes, I have seen isx- Kolb and seen him around Calgary 
and or the streets for years and years and years and I 
certainly would not confuse him with a stranger who has 
just come to Calgary. 

Tt is just what tir.Patten said to you and the name "Koode" 
and the name "Kolb", they are not so different, and 1 am 
trying to be of assistance to you and I am suggesting that 


possibly what Mr-Patten said was that pire Kolb was waiting? 
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No, I am absolutely certain he Maree, that. 

You are absolutely certain of that? 

[an “positive. 

So you simply stay with the position that on the 16th 

day of September~---+ 

I beg your pardon, I didn't say the exact date. 

Pardon? 

I didn't state the exact date. 

You said the date the statement of claim was issued. 

THE CHAIRMAN: Well she changed that, ir. 
smith, she said finally it was the day the statement of 
claim was brought into the office and they made the copies. 
She would not stick to the date. 

MR. SMITH: All right. 

THE CHAIRMAN; That was her last word. 
Excuse me, your Lordship, nay I make a very brief statement? 
THE CHAIRMAN: Yes, if it is pertinent to 
this? 

Well sir. Smith, since May 1934 when lire Heard came to the 


Imperial office, until the end of 1937, practically all of 


.1937, Mr. Smith was a personal friend of lir. Heard's and he 


came to the office many nany times to see Mire Heard when I 
was working in Mr. McLeod's office and working for ir. Heard, 
and lr. iicLeod,and many times, I would say probably twice in 
one day some times, it was just personal friendship, they 
were friends and Mr-e Smith would come in and say "is Mr. 
Heard around" and if he was not there he would go out and 
often he would eavieen the telephone and ask for hire Heard 
and if Mir. Heard was not there he would say "have him call 


me", or "tell him that Mr. A.L. Smith called". I would say he 
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came in often there during that period of ay 1934 to 
August 1937, the last time I worked in kr. iicLeod's 
office, that ir. Smith was in there probably twenty 
times but I woulda not be able to state any one special 
date that Mr. Smith was in the ottlee and not’ knowing him 
personally, why IE also, I saw ir. Smith's picture in the 
papers and did know him from that. 

Q The last one was 30 years old? 

A Pardon. 

Q The last one they had in the paper of me, I was about 35 
years old, you would not recognize me from that? 

Aa Well I did. 

Q Time has taken its toll, but all right, but we come down 
to this and I merely want to get it down to something that 
I may be able to meet? 

A Yes. 


On the date that this statement of claim was copied in your 


9 


office by a number of stenographers? 


A Yes. 
Q On that day? 
A Yes. 
Q, You: still say lir. Knode was in that office? 
A No I do not, oh, the day it was copied I say he was there. 
Q Whatever day it was? 
A vhatever day it was. 
Q whatever day it was? 
4A Yes. 
You pledge your oath that ur. Knode was there? 


Oh yes, so far as to my knowledge. 
"So far as to my knowledge", what do you mean by that? 


Ww eo & —- 2 


lursPatten told me tt Lr. Knode was waiting and I have 
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seen still parts of that statement of claim down on the 
files and when that letter was wedt ton to Toronto it 

said "We have béeh able to obtain that at a late hour" 
but it was not a late hour, it was dona just before noon 
or just after noon but Mr. Heard: said "We have been able 
to obtain a copy", but he didn't say Mr. Knode brought it 
in himself. 

All right. Now we have something we can fasten to? 
Whatever the date of wr. Heard's letter ig I do not know. 
I am glad you mentioned that, it was the same day--- 

I just happened to recall that. 

But on the day that hir. Heard enclosed the statement of 
claim to Head Office that was the same day thet lire Knode 
wee an your offioe? 

Yes. 


That is your oath? 


Yes. 
Mk. SMITH: Thank you. 
THE CHATRWAN: well I just wonder, ir. Smith, 


I know you want to keep the record right? 

MR. ShITH: Exactly. 

THS CHAIRMAN: I understood this witness to 
say and I would like it clears-- 

MRe QilTH: Yes. 

THE CHATRwWAN: That she saw lire Knode come 
into the building. 

WITNESS: Yes. 

THE CHAIRMAN: But that she didn't see him 
in the office, she was told by kr. Patton, isu thet ey 
Yes. 


By lire Patten that he was there? 
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Yes. 

That he wanted tu get it done? 

MR» SMITH: _ No, that he was there, that 
he was waiting. 

THS CHATIRLAN: Waiting, yes, but tlat she 
didn't see him in the office herself. | 

Yes, I said I was standing out in the front of the office 
and I saw him come into the building but I didn't see which 
office he went in, Mr. MoLeod's or Mr. Heard's, because 
naturally I was just standing there. 

THE CHA THA N: When you say into the building? 
Into the office. 

Into the part of the building occupied by the Royalite? 
Yes. 

Or occupied by both of them? 

we occupy the whole downstairs. 


You saw him come into the offices of the Royalite? 


Yes. 

THE CHATKHwA ND: I wanted to be clear about 
that. 

MRe SMITH: That is the impression I had. 
Thank you. 


{ 


TO MR. SHAW: 
There is just one question I want to ask you, Wiss Macsskill, 


your suggestion to the Commission is that a statement of claim 
was brought into your office and divided amongst various sten+ 
ographers for copying, is that your statenent? 


Yes. 
And you called it a statement of claim, was it so headed, do 


you know, do you recall? 


No I do not recall exactly. It had a blue binding, =t had 
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"Turner Valley Gas Conservation Board", because I noticed 
that right away and I thought it would not be long before 
that was picked up and later it was. 

Q Do you recall, iiiss Nacaskill, where the neme "Turner 
Valley Conservation Board" appeared in the document? 

A Well when the docuaent was folded over, when it was down 
this way it was "Turher Valley Gas Gonservation Soara". 

Q It was on the back here? 

A I suppose it was on the, down below, it said "Helman ana 
Mahaffy" and the address of Helwan and Hahaffy was not on 
the docusient, that was also brought out in Court. 

Q What I am wondering about, I am informed, how many pages did 
it consist of, do you know,approxinately? 

A Well I cannot say definitely but I would say there were over 
20 pages and at least half of it is still down there on the 
Koyalite files so I fail to see what there was such a hurry 
over. | 

Q What I want to point out, apparently there was the original 
statement of claim and subsequently 1 understand another 
proceeding on the 4th of October, I believe, taken by way of 
certiorari proceedings, and I notice that is addressed to 
the Attorney General of slberta and to the Petroleum and 
Natural Gas Conservation Board or probably the Turner Valley 
Gas Gonservation Board. Now I was wondering if that appeared 

in the original action, 1 have not seen the papers in the 

original action, do you recall, «sire Smith’ 

MR. SuITH: I have them both here, tir. 


Show, and I will just look at then. 


Ree SHAW: All I want to do is to determine 


the particular action that this lady is referring to, whether 


it is the subsequent certiorari proceedings or whether it is 
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the original action. 
(DOCUMENT PRODUCED T0 isk. SHAY BY WR. FRAWLEY) 


MR. SHAW: | I produce fromiir. Frawley 
file €on.398, from the records of thia Court, from the 

Court Office and I observe a docunent here, perhaps if you 
would just ook at that document, just this one here, not 
the top one? 

This one. 

That is it? 

No, this is not the one. 

I am not concerned with what is underneath? 

There is not any of it because these Se were numbered up 
to 18 or 19 or 20 and had a blue cover. 

The cover does not make uny difference? 

It is not that one. 

What 7 thought was, you mentioned something about their pick=- 
ing out in the document something about the Turner Valley 
Conservation Board and you recognized that as a nistake? 
No, when I typed it myself, and when I was checkin; the docu- 
ment with the original document, when it was put together 
again, I was the one who held it while the other girls read 
from it, while the girls read from it and I noticed that they 
called it "The Turner Valley Gas Conservation Board" instead 


of the "Petroleum and Natural Gas Conservation Board". 
Instead of the proper name? 


Yes. 


You see what I am showing to you is the back of this partic- 
ular document, now that is not a blue cover but there appears 
to be a back to this document’? 


No, I would not say that was the one, no. 
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Q Then I observe that this document has been made out and 
apparently it was addressed to the Turner Valley Gas Con- 


servation Board? 


A Yes. 

Q You see? 

aA Yes. 

Q Now I am wondering if the original, if we have tho original 
statement of claim that was issued in this matter, have you 
it, wre Frawley, and does the Turner Valley Gas Conservation 
Board appear in it? 

Linke FRAWLUY: No, it is not. It is the Pet- 
roleum and Natural Gas Conservation Board, they are the def- 
endants along with the Attorney General. 

2g Now in the document you saw in any event? 

A Yes. 

Q Which you had a part in typing, the name "Turner Valley 

F Conservation Board" did appear? 

A Yes. 

Q And that you recognized at the time fron your familiarity 
with the name of the Soard, it was clearly a mistake? 

A Yes. 

Q And ae that a aatter of discussion between you and your 
fellow workers at that time? 

A Well I just menti@nod, "It is Turner Valley Gas Conservation 
Board on here and that is not the proper name" and that, I 
did say, I said "I guess it will not take lire R. V. LeSueur 
long to pick this up", that is what I did say. 

Q Now you see these papers constitute, in addition to a notice 


of motion, the ones I have in my hand from the file also an 


affidavit by William Kemp, and have you any recollection of 
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having seen an affidavit, as a separate Dare Or Aue 
Noweir, 1 Cid not. 
You did not examine I suppose these documents with any 
particular care except this one thing you do know, do you 
know by whom the action Was taken, the name of the party? 
I cannot say exactly but hiercury or lilracle, it seems to 
mé there were three names on it, but it was the Nayland in- 
terests, I recognized that. 
Lave we the original statement of claim, ifr. Smith, who were 
t he parties. 
Mie FRAULEY: ijiracle Oils and others against 
the Attorney General. 
MR. SHAW: Now perhaps in fairness I should 
- Show wliss MacAskill the original statement of claim which was 
issued on the loth of September I think. 
MR. FRAWLEY: | The stamp is on the outside. 
Mire SHAW: The loth of September and it 
was an action by Miracle. Oils,Limited, tiercury Oils , Limited, 
and Gas and Oil Products, Limited, Albert H. iwayland and will 
Gity Petroleums Limited against the attornery General of 
Alberta and the Petroleum and Natural Gas Conservation Board, 
that proceeding apparently was issued on the 16th day of 
September last, but the other proceedings to which i have 
referred iS an action by Mercury Oils, Limited, against, 
directed to the Turner Valley Conservation Board. Now can 
you remember from your recollection the naties of the parties, 
which one of those two you think it was, the origianl action 
or the subsequent action, I mean so far as the parties are 
concerned, if uyou, have any recollection of the matter? 
< think tmt is this, the original, because it was afterwards 


they corrected the name when it was drawn to their attention 
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in Court. I remember Mr. Heluan Baying when speaking of 

his address on the document that tire Smith had lived 

across the hall from him for years and he knew where his 
office was, so it was subsequent to the one that they 

had made the mistake. 

I am merely trying to see if you can fix the date on which 
this document was brought into your office for copying, 

have you any recollection of the particular date itself? 
No, I have not because~--~ 

Can you tell whether it was September or October? 

44 was sept ember » 

You think it was September? 

Yes. 

MRe SHAW: All right, thank you. I have 
not had an opportunity, my Lord, of examining the evidence 
given by this lady yesterday. I do not know whether your 
Lordships are going on with other things in connection with 
the matter and I night perhaps postpone any further examin~ 
ation until I have had an opportunity of reading the tran- 
Reis t. 

THE CHAIRMAN: Is there any other examination 
of this witness? 

MWRe FRAWLEY: I would have just a question or 
two but I would prefer if iire Shaw is to examine her that I 
examine her last. 

THE CHAIRMAN: Lir. Harvey, you wanted to ask 
something. your examination will be short I expect? 

WR. HARVIY: Yes, my Lord, it is just in 
Connection with the reference made to a telegram yesterday 
and I think possibly that a statement is all that is necessary 


rather than questioning the witness. The telegram referred 
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to was filed on the 1éth of Jnndary, as Exhibit t77mi 44 

was filed by Mr. Frawley. The history of the telegram 

and the contents generally is that on the 7th of Jnnuary 

Mite Frawley asked for me to obtain some information in 
connection with any changes that might have been made in 

what. was known as the transportation contract which was 

filed as Exhibit "29", that is the crude oil transportation 
contract. I wrote on the 7th of Janaary for that information. 
I didn't have a reply on the 10th and Mr. Frawloy asked me if 
I could get the information more speedily, ané@ I wired on the 
morning of the 10th for the information. I received the reply 
on the afternoon of the 10th at the hour of 4:34 p.m. I had 
copies of that wire made and at 10:15 of the morning of the 
lith I handed one copy to Mr. Frawley and one copy to ir. 
Nolan and iir. Frawley filed that as Exhibit "7" on the 
morning of the 1léth. I might just say in looking over the 
records that the session held on the morning of the 11th was 

@€ very short one and there was an adjournment from the llth, 


some time in the morning of the llth, until the morning of the 


13th. There was no session on the léth. 

THES CHAIRMAN: Well do you wish to ask this 
witness any questions. 
MR. HARVEY: No, I do not think I am interested 
in anything 
THE CHATRMAN: All right, Mr. Nolan. 

TO Mk. NOLAN: 

Migs Macgaskill, when did you enter the employ of the Koyalite 
Oil Company? 

On the 4th of August, 1920. 

You are the senior stenographer in point of service in that 


organization? 


Yes. 
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You were engaged in those duties which are usually dise- 
charged by a confidential secretary? 

Oh no, Mr. Nolan, no. | 

You were just a stenographer? 

I was just a stenographer ana that was made very plain to 
Me. 

You received how much money per month? 


Well you mean now. 


Yes, now. 


| %120.00, 


$120.00 a month and during the time that you were in the 
employ of this company you made copies of telegrams and 

letters and statements, did you? 

Ves. ldid. 

And you gave those to Mir. Plotkins? 

Oh ae not until after I had left, I didn't give them to 
him. 


You told him what was in them while you were in their employ? 


Yes. 
And did you give them to anybody else other than Nr. Plotkins? 
No sir, I certainly did not. ZI didn't givo information to 


anybody all the years I was in the office, not until this came 


Up 
All right, when did you start giving----- 

THE CHAIRMAN: By "this" you mean the Inquiry? 
Yes. 

MR. NOLAN: You started giving him infor- 
mation? 


Well I didn't intend to give any information, I was just 
simply, well, I was very much interested in the whole thing 
after working there all these years and then when they 


started to inquire and I saw that they were Piving .ntor= 
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mation to the Gommission and withholding other information, 
well I thought it was my duty to do Bonething about it and 


Z didn't know, I only know practically the peoplo in the 


Imperial Oil Company, are practioally the only people I know 


in Calgary, I have not gone out gauch, IL do not know very many 


people and I didn't talk about the company's business to 
anybody and this was the first in this Court, my Lord, and 

I have stayed ina lawyer's house, I have lived all these 
years, and I have never told one thing about the oil business 


and he was interested in the oil business too and could have hac 


information on many things if he wished to. 


Why did you go to ire Plotkins? 

Well I wanted to go to somebody who would do something about 
it. 

And you thought he was the person? 

Y6B~ 

And during the time you were giving him this informtion you 
continued to accept - remuneration from this Company to 
the extent of $120.00 a month? 

Well since January 1939, I was getting 4120.00, yes, lir. 
Nolan. 


And you continued to accept that? 


Yes. 


From January, 1939? 


 Yese 


Until you left, and you left on the morning of the Sth of 
June? 


Yese 


19399 


Yess 


MR. NOLAN: Yes, all right, thank you. 
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WITNESS; I would just like to say that 
there is not enough money in the Standard Oil to pay me 
for the humiliation I endured in the Imperial Oil. IE do 
not wish to bring anything personal: into that but can I zo 
on, Or will LT stop? 
THE CHAIRMAN: No, we are not interested in 
anything personal. 

Q MR. FRAWLEY: wisshiacAskill, I am interested 
in the statement you have just mude to bir. Nolan, that you 
did not commenco to give any information to iir. Plotkins until 
you saw that these people, meaning the Royalite, do you? 

a Y65e | 

Q Until the koyalite wore withholding information from this Com- 


mission? 
A Yes. 
Q Now that is of interest to me, wheat was the information that 


in your opinion they were withholding from the Commission? 

A Well the most important thing that I can think of, was the 
statement they made up for the cost of gathering and transport= 
ing oil in furner Valley and I was there one Saturday, I cam 
not say the date but it was before the costs were presented 
and they said tht this statement was for the Commission on 
Monday and I was there all day Saturday and working at it and 
when it was finished I thought it was not in agreement with 
other statements I had seen about the office. I didn't say 
anything renee then because it was Mr. Young who was doing 
4t and Mr. Young is very nice and I didn't wish to hurt his 
feelings and I didn't say anything about it but on lMondg 
morning when one of the clerks came in and came right to ny 
desk and spoke to me and said something about "Quite a 


Bession down here on Saturday", words to that effect and I 
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said "Yes, quite a session over a false statencnt" or 
words to that effect; I cannot say exactly and he rushed 
right away ahd I cannot say tht I saw him go into Lr. 
Burhe' offi¢e but it was my impression he did go in there 
bedause he came running back in a couple of minutes to 
tell me that I didn't understand, after all the yoars I 
had been there, there was only one person in thet depart- 
ment where I worked it: the accounting department who has 
been longer than I have, remember in the accounting depart~ 
ment, I do not want any mistake about that, and this man 
does not know anything of that particular kind of work, so 


T am really the only employee of longest standing there. 
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Q Miss MacAskill, who was the employee that made that 
statement to you, this remark to you? 


A It was Mr. Mercer who was on the stand yesterday. 


& 


Tell me again, please, just a little more Slowly, what 
did Mr. Mercer say that you thought was pertinent to 
what we are enquiring into? 

A Ve had made a statement of the cost of gathering and 
transporting oil. 


This was when ws were dealing with pipe-line matters? 


£) 


A Yes. After the statement was done ther? was quite a long 
Memo a LOCateG, i. 66 6 ...about a page and a half, I should say 
Wie gen olatning this. statement, Na volne Said) tovme, 
i-remember now, ‘"e had a free fight over this statement 
aaowboet. I'S tne .i..ise0 then he said “Ohno. no.) dadunos 
mean that. it is a new form of accounting", and that was a 
statement that referred to ths fathering and transport ing 
OL OL. 

Go on? 

It was forthe year ending September, I cannot say whether 
TLiwaetiie st “or-the SOth ,; 19682. .0 believe wt.i6 
September the 30th. 

Q Would you look up that statement closely and see if that 
is the statement? 

A HO. so4.04 
You are looking at Exhibit “255"? 

A Yes. It could not be this statement. This statement 
was just mad2 up a few weeks ago. And they told us it 
was for the Commission, that is for the Commission on 


Monday, and we came back to work that night and this 


was one J did. 
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I would like to be able to give you the date of that 

So we can clear up the question of what that =xhibit was 
that was withheld. “lell, excuse me, Mr. Cottle has gone 
for the “xhibit. Now, I produce to Miss MacAskill, this 
Was put in by the Yitness Burns, I take it, after we had 
left the matter of the pipe-line, and w2 went into the 
matter of the cost of producing crude oil. This is the 
1938 statement and if I May explain to you it was put 

in on Jersey statement form as I recall at the request 
of Mr. Commissioner Lipsett. Now it was put in some 
time in May from the date of it? 


A Yes Sir. 


2) 


So I have not got before me enough record to tell you 

the day that it was filed but it was filed some time in 

May when we on discussing the cost of production? 

A Yes this is not the statement I see now. The one. f 
mean was put in by Price, Waterhouse. 

a} So that is not the kind of statement that you were con- 
cerned about that they were withholding? 

A No. It is the cost of gathering and transvorting oil 
from Turner Valley to Calgary, that is the one I mean. 
I was confused for a moment, I see that is the cost 
of producing. That was just put in recently. Because 
they did not produce that. It was asked for and they 
said the statement was discontinued. 
THE CHAIRMAN: That Bxhipit "255" was-tiled 
on May 16th. 

Q MR. FRAWLEY: I show you these Jersey 


statements Exhibits 84, 85, 86, and 87, which are statements 
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Miss MacAskill 


for the year 1934, 1935, 1936 and 1937 respectively, 
which show the cost of transporting and the cost of 
producing, and what are called the Jersey statements 
because as we were told they were forwarded to 

Mr. G. Harrison Smith for the new Jersey Company? 

A Yes. 

8} “as it in connection with one of these statements 
that you apprehended they were withholding information, 
correct information from the Commission? 

A No it was not one of these. It was a separate state- 
ment. And when I said that it was false they had a new 
one made up which did not pass through our hands at all. 
It was made up by Price, ‘laterhouse and submitted by the 


man from Winnipeg, I do not recall his name. 


Q Let me show you the G. Harrison Smith statements Exhibits 
ORR 

A Ne wir. Tb is not any of these, 
THE CHAIRMAN: Can you show her the Price, 


Waterhouse statement that referred to this matter, if any, 
and see if she identifies that. 

A T have not seen the statement so I could not identify it. 
All I know about it, it was 11 and some odd cents a 
barrel because I read it in the Herald. That was made 
by Price, “laterhouse and I did not see it, 

A} You did not see the one made up by the auditor at all? 


A Noes Ly 
THE CHAIRMAN : Then she cannot help us 


Mr. Frawley. 


MR, FRANLEY: T have an ide now what it was. 
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THE CHAIRMAN : Mr. Frawley, this witness 
cannot help us anyway with regard to the Price, Yaterhouse 
statement. She said she never saw it. Vhat called 

her attention to it was a report in the Press. 

MR. FRALEY: THA AUS HG .Or, 

THE CHAIRMAN: SO Showing her that statement 
that she never saw would be of no ee to us. 

Q MR. FRAWLEY: Let me understand once more 
why you felt that this statement which was put in I think 
by Mr. Maw of Frice, ‘/aterhouse, what was there that 
made you feel that this statement was incorrect and that 


constituted withholding information in some fashion? 
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b well the statement was typed for the Commission 
on Monday it must have been because this was 
saturday, and then when Monday ceme they did not use 
it. \hether they had any discussion on it or not when 
a said it was false, they idid not use it. 

Q And so instead of putting in the statement that was 
pre pared in your offide Mr. saw filed a statement for 
the Priceraterhouse Company? 

A Yes. I did not understand it was Mrs haw. I thought 


it was some man from innipeg. 


Q In any event some of the Price, “aterhouse people? 
A Yes. 
Q This is the impression you gained that in lieu of 


the statement that you people prepared in your office 
which you say was false‘ 

4 Yes. | 

Which had to do with the cost of transporting? 


cD) 


A Yes, gathering and transporting. 


was it at that time you begen to convey information 


RD 


to Mr. Plotkins, because you thought the Company 
was not being honest with the Commission? 

4A Well, it wes not in the spirit of conveying infor- 
ne retan at all- JI went over and talked to Mr. Flot- 
kins, but I was not going there to tell him the 
Imperial Oil's business. ‘e were merely discussing 
it. 

Q was it at that time that certein knowledge you have 
told us of came to your mind? 

4 Tt was in December 1938,I met Mr. Flotkins. I do 
not know just exactly the very dey on which I told 


him about that. It was not in the spirit of running 
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A) 


ano welling Shings: that) Gia. it atarie 1) dia ae 
because I thought it was right. 

Just one other question. You saw me the other day 
with Mr. Plotkins and we sat down and you zave me a 
list of all the documents that you wanted from the 
Royalite offices to supzort the evidence that you 


Proposed to give? 


Yes sir, 

foe GONE some. 

Wane FRAULEY: That is just whet I want to 
ask her. 


&£ subpoena was served containing a list of all the 
documents that you asked me to get with one exception 
on my part, that I omitted the letter Mumber 248 

but Mr. Nolan produced it, @nd then with the further 
exception ‘that was includaed in our subpoena that Mr. 
Wolan has not been able to produce. Now is that all 
of the material, all of the documentary material 

that there is in the office of the Royalite that you 
desire or want in any way to support the evidence 
which you have given here? 

Ley ed eg 29 Gt eae I do not think that is quite 
a fair question, Mr. Chairman. It was only after I 
had obtained permission from Commission Counsel. 
through Mr. Shaw, that I then obtained some documents. 
Previous to that I had never had documents and never 
knew any details of any business. It was just a 
general discussion of things that were wrong. Now 
Since permission was granted by Commission Gounsel 
through Mr. Shaw, to go into these documents that I 


have seen them and handled them and the witness has 
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only requested them at my instance, because I am 
endeavouring to the best of my ability to use them 
to substantiate that there is something wrong. I 
do not think under the circumstances Miss Macaskill 
can answer that, bec@use she does not know all ie 
documents now, never having seen them since Commission 
Counsel gave us permission to go and get them. In 
other words, gave us protection. Now I felt I was 
not doing anything that I vas to be ashamed of. 
THe CHAIRMAN: All right. Counsel is 
not asking this witness if she has now asked for all 
of the documents that you want. He asked her an 
entirely different question, namely, are there any 
other documents that she knows of in the Royalite 
office that will support her evidence. ‘ 

ce That you know of". Not that) Mr. Plotkins cam think 
Of. Ll. you. answer. that cuestion? Li you do. nce 
know of any others say so, and if you do know of 
any others say so. That is all. 

4 I have to think for a minute. 


Yes, certainly. 


&) 


A ‘hen we were making up these Harrison Smith statements, 
so-called, they were never referred to by that name 
in the office, but it was alveys the understanding 
4t was for the Standard Oil of Wevw Jersey. There 
were certesin books they too: out when they worked 
on that statement. I have seen tir. nercer with 
them, and just last Monasy he had this book on his 
desk as I went by. It vas my work he vas getting 
ready. Iwas going to type it, you know, snd I 


saw this book open just on his aesk as I went by, and 
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he was making up a statement, Calgary Trunk Delivery 
Line, and this book was opened at the page O41 Line 
earnings. On several cocenwens I had ne impression 
there were other books that they took out and looked 
into when they were making these Harrison Smith 
statements that I had never seen with any of the 
other employees. But as I walked by his desk I 

saw "Oil Line #arnings," and I kept right on. I 
went right by. He was taking things from that 

and putting it on paper and making up the statement. 
re ie yes V.hat kind of a book was 
that? Can you describe it? 

Yes, it was about that wide. 

was it a tight bound book?’ 

I ‘cannot sey if it had posts in it, or if they were 
bound. 

It might have been loose leaf’? 

It might have been loose leaf. 

Cr it might have been bound? 

Yes. 


THis CHAIRMAR: About six inches wide? 


It was ebout that wide. I cennot say exactly because.... 


why I am asking you is we have to hive it written 
down. 
Re Ore ys sould it be the width of a 
sheet of foolscap*’ | 
It might have been a lit le wider than that. 
A little wider then a sheet of foolscap? 
Yes. 
Hov about the length of it, was it square? 


Tt was almost square I would say. 
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Q Wes it as thick a book 4s the Testament? 

4 Yes, very much that typé. 

@ You do not know whether it was tightly bound or loose 
Leaf? 

b No. It had a black cover. 

q THe CHAIRMAN: The Testament is about an 
inch and a half thick? 

4 Yes, I believe it was as thick as that. Ana when I 
went by his desk he saw me look at this book. I had 
reason to believe they were suspicious of me. 


Apart from the book now, are there any other books or 


wo 


documents or letters or statements or memoranda that 
you can now think of which will in any way support 
any part, not only the matter of costs, but any other 
part of the evidence you have given here yesterday 
and today‘ . 

A Yes; I think a copy of that letter I spoke of yester- 
day about the Head Cffice criticising their Income 
Tax returns, Mr. Nolan asked me about that. I 
think that would be in Support of the statement that 
I did not think the Income Tax returns were properly 
drawn. Mr. Nolan said he would like to have the 


letter. 


q Cen you give me a brief description of it. 4 letter 


from whom to whom? 


4 It was from Mr. C. vw. Dean, the Comptroller of Taxation 
for the Imperial Oil. 
Q Of the Imperial Oil, Toronto* 


Yes. 


tb 


To whom please? 
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About what date 
December 14th, 1938. 


The 14th of becember, 1938. That is not in the sub- 


poens we served’ 


No. 

That is with regard to some Income Tax matter’ 

The Royalite Income Tax. 

Anything else? 

Yes. Yesterday when I spoke of those small companies 
and I said that I did not think that smal] companies 
such as the Foothills and Dalhousie and the Southwest 
Petroleums should be sponsored by s large company 
like the Imperial Oil, beceuse other small companies 
could not help themselves but they coulc, and that 
letter written by some Foothill sharenolder to the 
Company wes copied and sent dovn wast, and in effect, 
the eventual effect was that the authorized capital 
stock of Foothills Oil & Gas Company was reduced. 

That vas from whom to whom, please? 

That was to the Royalite Oil Gompany, I do not know.... 
It would be enclosed, copied and sent down to Toronto?’ 
That was the Foothills Oil & Gas Company Limited. 

It went from Calzary by whom to whom! 

Well Mp. Burns had it copied. Ido not know if he sent 
it. 

To whom would it go? 

I esnnot ssy, because I just know it went to the Head 
Office of the Imperial Oil. The reason I know anything 
about it was that the stenographer checked it with me. 
About what date, just approxims tely? 


Prior to when the Focthills capitalization was reduced, 
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a short time ago, I cannot say the date. dt could 
easily be found. 

CG It was to the Foothills Company, to their office in 
the Royalite Building? 

A Yes. 

8 Anything else? 

A The only other thing I can think of is the production 


letter that'is written every month to Me. G. H. Smith. 


q A monthly letter written to the rresident of the 
tmperier Ol, tol. G. ne. Smithy “from whon? 
vs Vola, rrom Ue. ds H. MeLeod. ” His ‘name Vs" onrarl’ the 
letters regardless of who writes them. 
Q That would come out of the Production Branch: 
A Yes. 
C It dealt with a production st2tenent or” letters 
4 It is a letter every tonth and it shovs the Royalite's 
production end the Royalite's interest in the production. 
mt ft is’ s’ statement in the form of a’ letter: 
A Yes. 
q Anything else, Miss MacAskill? 
A There is nothing thet I can think of at the present time. 
( "@L1 you see I would like to know now, if you want to 
consider it I want to give you every opportunity 
to. Gonsider its I dol not want Vo Aurry yours all, 
but I would like to know if there is anything else 
there th=t bears on any of the things you have been 
saying here. 
A “Well there was a letter to Wr. G. H. Smith in September 


of 1938, setting forth all the compnies they had 
assisted in developing the field, end how much each 


well cost end what royalties tney held in the wells, 
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He MacAskill. 


or the percentage of gross production, or anything 
like that, and how much these companies had paid 

to them and hov much they owed them. 

That was frou J. H. MeLeod? 

Brood. is) MeLecd (to Ge Hs. Smith. Ve were told that 
they were doing it and thet it was a very impor tant 
letter and although it was addressed to Mr.Smith 

it was for Mr. Bimmell to take to the New York 
offices of the Standard Oil. 

“ho made that statement to you please? 

‘ell the man, first one of the employees ih the office 
made a draft. | 

“ho wes that that made the draft of the letter? 

Vell I felt whem I was leaving there I did not want to 
drew any other employees into this, becaus. there was 
none of the othe. people in there, pees of them, and 

I did not want any of them to owe to get mixed up 
in this. I was not ashamed but I saw no reéson why 

I should draw other people into it. 

From whom would the letter originate? ‘sho was respon- 
sible for the letter? 

Mr. Burns arranged for the information to be given. 
That is so much for that. That is enough description 
of that. Is there anything elses, Miss MacAskill? 

Yes, I think the letter telling about the Lowery 
Petroleums being taken over, and the Heed Office being 
transferred to Calgary right now should have a bearing 
on this ease. They owe them nearly »o00,000.00. 

A letter frou whom to whom? 

It is from the Head Office in Toronto to the office 


here, dealing with the taking over of Lovery Petroleums 
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Miss d. MacAskill. 


Company. 
q That is a recent letter? 
4 Peso t1S) 8 recent Letter. Lf just sew a tvanoces 
@ in the last what? The lest month? 
A 


Yes, within the last month I would say. 


G Anything else? 

y;) There was just that memo we could not produce yester- 
day. 

C That is right? 

A Yes sir. 

Gi Apart from that, that is the whole business is it, 


Miss tachskill?, That is all of the material that 
you wish? 
A @l11 there was a little memo about cherges against 


independent companies. ‘ould it have any bearing on 


this?, 

Q Iam just asking you for the time being what you think 
has a bearing. 

A Yes sire I do not want to introduce any material. 

& No, the material is not introduced yet. But I just 
want to exhaust your views as to whet you consider 
hes in your view has any bearing on vhat you have 
been saying... “hat is that? Twill oe ko a nove) or 
these things in any =vent. 

4 iti is a letter dated February ist, 1959. 

ts Yest 

4 fT? is from Mr. John Hs veleod to. fu. Pramme hin 

C Yes? 

A And it is about charging..... 

( That ig the Head Office, Toronto: 


4 Mo, it is from kr. McLeod to Mr. Tremmell in Turner 
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Miss E.\ecAskill. 


) 


om) 


Valley. ixeuse me. The field superintendent of 
Royalite. | 

All right, yes? 

Smal Il say what it is about? 

You had better tell us what it is about? 

It is about production and maintenance crews in 
Turner Valley. According to the agreement they are 
Supposed to charge the independents for the cost of 
these production crews, but they were not doing it. 
They were allocating this expense all over the whole 
of the Valley and charging every well whether or not 
the crew had actually been there to work or not. 

When you say independents, so we will understend, 

it is these companies that the Royalite is operating? 
Yes, the ones they make a monthly charge to where the 
wells are not completed. 

Theat wit identify it. . 6 ean Locete it it we think 
it is proper. Does that complete it, Miss Macéskill? 
There was just one other thing, the pipe line run for 
1939. Fhis is a memo to Mr. McLeod. 

From whom? 

From ur. Mereer. I do not know whether he signed his 
own name, but he got it out anyway, and it says that 
in estimating the production for 1939 as 15,000 
barrels, after giving this point consideration, 
elthough the figure of 15,000 barrels per dey has been 
used, ais the information gathered recently for the 


a? 


Pipe line hearing, we believe the actual daily agsrage 


run to be in excess of 15,000, and have inereased our 


figure to 17,000, making our proportion 2550 barrels 


instesd of 2250. 
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Miss #. MacAskill. 


q About what date was that? 
aA That was the 17th of Octote:, 1938. 


All right, is that everything? 


fo 


As Tar as I can recall, it is. 


eo ab 


Now, Miss Macaskill, these documents thet you asked 

to be produced the other day and which were produced 

with one exception, and these documents you are now 

Suggesting might be produced, and are material, do 

these cover all of the matters that you brought 

to the attention of Mr. Plotkins at any time? 

4 Hells veSmeir; J-think 60% I wes not in Mr. Plotkins' 
employ. “e were just merely talking. 

@ But, Miss MecAskill, never mind about the relationship, 

Iam just concerned about the fect these matters you 

discussed with him, I want to know whether these are 

all of the matters, and all of the material documents 

that you discusséd with Mr. Plotkins. Obviously he 

has not seen these last mentioned documents at all, 

I take it. Has he? Or has he seen some of these 

last mentioned ones? 


4 No, I do not think so. 


6 So quite apart from whet he has seen, do these documents 
form the subject matter of what you discussed with 
Mr. Plotkins from time to time in any relationship 
at all? 
THS CHAIRMAN: I take it over and above these 
that have already been put in, 
Ma. PRSV LEY: YeS, including..«ee«- 
TH! CHEIRMAN: Pursuant to her request’ 
@ MR. Fré' Lay: “hat you have now asked for 


this moment and what were put in yesterday, and also 
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Miss KE. MacAskill. ~8718- 
Miss #. Aultman. 


the memo that is still missing, put. them all together, 
do they cover all of the matters that you discussed 
with Mr. Plotkins? 

A Resid thinknso. Lh) jut saw inim rourconuiimertimes. 
and you’ can cover quite a lot of ground. 

Q. You do not recall having discussed any other matters 
or having given him any further information that you 
have not given us yesterday and today in the Commission 
and that appear from these documentss that have been 


put in, and those that you referred to this morning? 


A No, © do ret think so, not to the best of my know ledsme. 
THA CHAITRMAL: Any other questions? ‘jell, 


Mr. Shaw, I propose ‘*to release the witness subject to 
this, if it should happen that there is something that 
you especially want to ask her, you may ee know 
and have her tack here at 2 o'clock. 


Mien SOAW Thanks very much. 


ELM& AULTMAN, having been 

duly sworn, testified as foliows:- 

a fo ees Ga Miss Aultman, have you got a 
copy of thet subpoena® 

A Yes, 

fc Now, Miss Aultman, you are in the employ of the Royalite 
Oil Company: 

A Yes Gin yolls ams 


In what capacity? 


7m) 


A Ss a stenographer to sr. Burns. 


T. a. Burns, the Secretary and Chief £ccouhtant? 


2D 


RO, BLY. 


4 Yes. 
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Miss #.4ultman. -8719- 

@ Were you Mr. Burns' stenographer last Septembsr? 

y.) Yes, 

Q And August, September and October and the last half 
of last year? 

A Yes. 

q Were you the only person that was Mr. Burns! steno- 
grapher? 

A Yes, except when I have been on vacation. 

Q Yes, oh yes, or when you might not be there he might 
give some work to somebody else? 

4 Yes. 

Q But ordinarily speaking you were his stenographer? 

A Yes. 

G Do you recall having done, as Mr. Burns' stenographer, 
a memorandum to Mr. McLeod which memorandum pointed 
out, so we are told, that after @ discussion with Mr. 
Knode, the Chairman of the Conservation Board, it had 
been agreed that any policy that woulu make the Gas & 
011 Products Simited close down its absorption plant 
would adversely affect the Royalite Company's absorption 
plant? 

A No, I do not. 

Q You have had this subpoena since last evening, some time 
haven't you? 

v:) Yes. 

Q Heve you thought about it since then? 

A Yes, I have. It came with Mr. Young's the day before 
and we looked for it. 

Gs You mean in Mr. Young's subpoena the day before there 


was a request for thet memorandum? 


Vos). 
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Miss #.Aultman. -8720- 

g And you searched, with others, searched for that 
memorandum? 

A Yes. 

Q I see what you mean. Now then, this memorandum 
or subpoena esks you to see if you can find any steno- 
graphic notes, original stenographic notes from 
which the memorandum could be now transcribed. Have 
you been able to find any stenographic notes which 
might contain thet memorendun? 

A No, I did not. I have everything in my note book, 
and I looked back and there is nothing I could find. 

Q You did make a search of your note books and you could 
not find any memorandum such as I have described? 

A Yes, and I looked through more then once. | 

a (“All Yight, thank you. 

G Mee. CHAT s Do I gather from you, Miss 
Aultman, au are, the. secretary of ar. Burns’ end’ do 
his stenographic work* 

4 Yes, I would say so. 

Q And were you there continuously in the year 19587 

4 Yes, except on vacation. 

G Except on vacation, and when were you on ve Ga tion? 

A I left the evening of the 7th of August and I came 
paek to work on the Loth of August. Thatwes on 
Monday. ‘e do not work Caturdavs. 

a Have you any personal recollection of having taken 
from kr. Burns or from anybocy else, a memorandum 
along the lines suggested by Mr.Frawley? 

A No. 

A) Vhich? 

p:) NO. 
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ED) 


i) 


&> 


Well, would you have any reeson to remember it? 

Let me ask you this first. I suppose there are memos 
passing backward and forward all the time? 

To whom do you. mean? 

From one to the other and back again? From Burns to 
McLeod and McLeod to Burns and so on? 

Yes, there are a certain number. 

# considerable number in an office of that kind, I 
should think‘? 

Yes. 

You necessarily would not be familiar with all the 
memoranda? 

Oh no. 


Somebody else might have made a memorandum to this 


‘effect without you knowing anything about it 


Yes. 

Did you ever hear about any memorandum of this kind 
ox character from any of the other employees? 

No. 


¢ 
You never even heard or even saw. any memorandum 


fee" 
with Mr. Mayland's name in it? 

Memorandum’? 

Yes, of any kind? I do not suppose his name would even 
be put on the records of the Royalite Oil Company? 


Uniess it was produced yesterday, I do not remember. 


‘asn't there a memorandum produced yesterday? 


if z § ty oS OPEL ait ‘ba a6 | 


. ve BAT ReneS Set ae ae ' aes = 
SER OATES EL A! arene : 
3 
p a 4 ; 
Ms ee acre soe ‘ *, ‘ 
ea Se La VS) 
mt * } U xs 8 ay 
M 1 a 1” 
‘ aN i 
rn iy * aris : 
\ ; , 
¢ eur E ‘ A v 
i iY 2% ‘ ; oi 4 i ry 
: ; - ene bes i ie ‘KT we vi 
te 7 1 Ce 
aah t Gina Ae Ch 
. ; . 4 - Ph oe tb 
j wey | ? ~~ oe we ox i al } " 
mune MEE BER BU aE es ee 
5 > ) 
ft 
4 4 4 ” * ae # 
aE ae he ae }ter S La 
‘ 
; x 
—~ i 
“te 
yt 2 
t } ' 
ae an 7 me Ten 
4 BF ; j 
i i 
. ‘ 
be - + -) -{ x 7 hae eh5 rit 7 } j 4 f / . Gok 
4 7 S ? - p PO Bic eer Ao vtee © i aL ' = f A : . ET sf 
ce rsa f ) j y 
opie et, Tae Pian Yn iy Dov eho w ih Py ; ” 
ay BERAAD By uk ET PL kaa 8 ( < eRe ati eed Sat ay ss arn a 
, i } i : i > 
j 
1 5, Mat 
od aries 
a $ . Ps: 1 
F : A 
; ‘ 
‘ 
< ie x ¢ re 
- ui +. os us 4 . 
, = . hi Ad te Tas 
we i tif Vie es a iaattath 
' ‘in , 
4 ety ip ai hag % Per. jae = 
1 f 4 4 Ax pee 4 f 
BARA EL ORS HOY 
ye ha, ree 
} . % iat) Me ee ae 4 { 4 
iy ot ‘ i 
‘ > ie | 
a 
a re ea RE Ble enh “ iat i 
7p : & 
freee aves ape, 4 ee ig Ay fy ’ 
LAA Ah ese Be Ae hiss ; Lolth We wv G8 He % 46, a: , 
uf i ‘ 
ao Aba, ‘ ; r ,, q , 
a Poe iy ae Pee re ei ‘ a 19 Me ies uP ye os a jy 
yé i bs iS | a ‘ 
oe yf paler ro. . ae aoe Ne wes Rae | vn ae aa % 
Se Nees 
4 
r 
Se 
+S put hee L am: ee i 
"0 L FO obo Z i ‘be ibe 
* 2 \ i AM >, at ode, ** ab ae on ‘a 
f APSR, 
i 2 a, sf Fay PA 
beware, ie 


: ; ; a got 
ROTA SA OY saa mba ae 


Miss BE. Aultman. -8722- 


MR. NOLAN: What the witness is 
referring to, in our search for the particular memorandum 
which was referred to in this subpoena, we produced 
yesterday what we thought might have been the memorandum 
to which reference was made, and I handed this to counsel 
for the Commission. 
MR. FRAWIEY: I may say it was handed to 
the witness, MacAskill, yesterday in the Court room, and 
we were advised, Mr. Nolan was advised that that was not 
the memordum which was being sought, and now the witness----- 
WITNESS : Well, if there was, any votier, 
that I all I have ever seen. : 
Q MR. SHAW: Was there any reference 


to Mayland'’s name in that? 


A I cannot really remember if it was there. 

Q Mat was a report of some oil ‘petroleum gathering? 

A That is what was in it. 

Q Did you make that memorandum? 

A THe one? 

Q The one which was produced, which you have already spoken 
about? 
MR. FRAWLEY: — Weyl, at was shown later to 
Miss M:cAskill. 
1s guest aby Ee It was shown to Miss Macaskill 
yesterday? 

A T am afraid I will have to see it again, unless my initials 
were on it as having transcribed it for Mr. Burns. 

Q You have no recollection of having made a memorandum at all? 

A Not unless I see it. 


You would only recognize the document by the fact that 
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your initials were on it? 

Yes, but I cannot remember it. 

You would not have any recollection of the contents of 

the document yourself? 

No, I cannot a that. 

You do not pretend to have any recollection of any other 
memoranda that you may have made from time to time 

GOUN oe) BUrnS? 

NO. 

You were, now during what period did you search your notes, 
your stenographic notes? 

From May, 1938, until after September, it was well into 
October. 

Well, now, you have all these stenographie notes 
continuously during your entire period of employment, 

have you? 

Yes. 

I mean from the date you mentioned? 

Yes. 

The 4th of May, and I suppose your system of stenographic 
notes is such that they can be read by other stenographers, 
can they, or do you have a special variety of your own? 

No, the others usually can read them. 

Have you had it checked over by anybody else to see whether 
or not there was any memorandum contained within those 
stenographic notes that might be the memorandum referred to, 
that this Board is looking for and which is sought? 

Yes, another girl. 


You mean one of the other stenographers? 


Yes. 


Now, did you check any of her notes or any other persm's, 
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any other stenographer's, any other stenographer whn 
might be employed by Mr. Burns? 

I didn't because she has destroyed them, she said, she 
had destroyed them before, not just lately, but she has, 
she doesn't keep them. 

You mean for this same period? 

Well, she destroys them when the book is finished, she 
destroys them. 

So there would be no memorandum that would, she would have 
no book to refresh her memory? 

RO!) WO. 

Does she take memoranda from Mr. Burns occasionally, this 
lady you are talking about? 

wes, no;, she’ doem''t. 

Does she ever take any memoranda for Mr. Burns? 

She may have. 

I suppose during your absence she might have? 

Yes. 

Would there by any other stenographer who would be taking 
stenographic notes from Mr. Burns, or at least would take 
notes from Mr. Burns? 

aS a rule when I am away whoever, I cannot say. 

Are you the one who docs exclusively while you are 

here, “ir, Burns’ work? 

Yes. 

Nobody else does anything other than yourself? 

No. 

For him I mean? 


That is right. 
MR. SHA: nL, right, thankyou. 


(At this stage Miss MacAskill started to ask a question. ) 
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THE CHAIRMAN: Now, why should '.iss MacAskill 
ask this, there is a limit you know, Mr. Shaw. 

MR. SHAT; The lady has asked for it. 
THE CHAIRMAN: wet the lady instruct you, 
You are appeering as noeecenn “hen fiers is a special 
reason for asking a@ question, such as in the ease of a 
matter over which, with regard to which Mr, Plotkins has 
special knowledge, I have said that we welcome his inter-~ 
vention, but we are not going to have all the witnesses 
around here performing the task of counsel. I am quite 
willing that the lady should instruct you what she wants 
TO.ask and if you think it, proper you Gan: ask )ih. 

Q MR. SHAW: (After consultation with Miss MacAskill) May I 
ask this, Mr. Burns frequently wrote out in his own 
handwriting memoranda of various kinds, and gave them te 
you merely to type? 

Yes. 


So that you may not have at times had memoranda dictated 


to you? 

A Yo S. 

Q I mean at times he dictated his work to you? 

A Yes. 

Q aod at other times you got notes in his own handwriting 
which you were required to transcribe? 

A Yes. 
And I suppose, do you place them on files, or what happens 
to them? 

A I think I tear them up because there is no reason why 
they should be kept. 

Q And is that a frequent occurrence, where you get @ memorandum 


from Mr. Burns in his own handwriting? 
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Ms Ee Patten, 


A Only when I am busy and it is more convenient for him to 


write them out. 


Q Yes, either when you are busy, or when he is busy, I take it? 

A Yes. 

Q and it does happen from time to time, does it? 

A Yes. 

Q And then you destroy the original memorandum that he 
presents you with? 

Yes. 

I suppose a copy of that memorandum, or any memorandum, 
whether made out from Mr. Burns' original notes or from 
your stemographic notes on his dictation, copies of the 
memos are kept on the file? 

A Gh, yes, we have two copies of everything, ‘everye letter. 
nnd you have looked: in ‘all the: files whereiordinarigy 
you might suppose that memo should be, that copy of mems 
should be? | 

A Yes, indeed,we have spent hours. 

THE CHAIRMAN: any further questions? 


Phat is all, thank you, Miss Aultman. 


_RUSSELL EDWARD PATTEN, having been first duly 
sworn, examined by Mr. Frawley, said: 
Mr. Patten, you are employed in the Royalite Oil Oompany? 
Nes. 
And in what capacity? 
Secretary to Mr. MeLeod. 
How long have you been such? 


Since October end, 1935. 


oF Sb FF OS f& 


And have you been the only secretary he has had since 
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that time? 

There was another man assisting there at one time. 
Another man assisting you? 

Yes. 

Do you ever take any dictation from Mr. Burns? 

No, Sir, I have never taken any dictation from Mr. Burns. 
You take dictation from Mr. McLeod? 

Mr. McLeod and Mr. Heard. 

Now, you have been asked to search, you have been 
Specially directed to search for any memorandum or copy 
of memorandum passing between Mr. Burns and iir. McLeod 
consisting of some 8 to 10 lines pointing out that after 
discussion with Mr. W. F. Knode it had been agreed that 
any policy that would make Gas & Oil Products i.imited 
close down its absorption plant would adversely affect 
the Royalite Company's absorption plant, have you made 
& diligent search to find any such memorandum? 

Yes, I have. 

And have you been able to find it? 

fies cir, < Reve now. 

You have searched, and you have not the memorandum, let 
us understand the procedure, if a memorandum was written 
and did pass from Mr. Burns to Mr. Mcleod, the original 
would be where? 

It would be on our file if Mr. McLeod passed it out. 

No, if Mr. Burns wrote a memo to Mr. MeLeod and the original 
memorandum ig delivered to Mr. McLeod? 

Yes. 

Then where would that memorandum be, when one would come 
to searching your records? 


Oh, Mr. McLeod's files. 
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On Mr. MeLeoa's files, I would think so, and you have 
searched Mr. McLeod's files to find the original? 
Less 

and you have not betn able to find it? 

No. 

Have you eon any part in a search of’ Mr, Burns! records, 
to find his’ copy, his copy, if possible? 

Cesena ve, 

And you have not been able to locate it there either? 

NO) Outs 

TO PR. SHAT: 

TOur have nothing, 1 takeévit; tovdo, im a secretardan. 
capacity, with Mr. Burns? 

fo. a. dave NOL. 

Does Mr. Meleod keep any records in his own desk that 

you dovnot Lille? 

In his own desk? 

Yes? 

He keeps various correspondence that he is acting on from 
time to time, and when it is disposed of it is passed out 


GO rile . 


Yes, I see, do you know whether or not there are times when 


correspondence, company correspondence, would not, I mean 
affecting the company, would not be filed? 

No. 

Retained in his office I mean, retained by himself? 

No, not that I know of. 

No special correspondence of any kind? 

Mr. MeLeod has a confidential file. 


Do you have anything to do with that? 
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Well, I place matters on the file. 

Pardon? 

I place corresvondence on the file. 

Have you searched this particular file? 

Yes, I have. 7 

And what were you looking for, Mr. Patten? 

I vas looking for the supposed memo that Mr. Burns had 
written. 

That Mr. Burns what? 

That Mr. Burns was supposed to have written to Mr. MeLeod. 
And for what period, or during what perio@ did you search? 
From, well, that was prior to September 16th, the date 
that we were informed the memorandum should be dated. 

How long prior to the 16th of September? 

Well, for the remainder of that year. 

That is from the first of January, 1938? 

Pe ee 

To September? 

It covered further time, so that there was the possibility 
it may have been dated prior to September, 1938. 

What were you looking for, you say you were looking for a 
memorandum, typewritten or otherwise? 

wS described in the subpoena, that was served. 

What did the subpoena say? 

Memorandum or copy of the memorandum or stenographic notes 
relating to a certain memorandum from T. BH. Burns to 

J. H. MeLeod, consisting of 8 or 10 lines, pointing out 
that after discussion with Mr. . F. Knode it had been 
agreed that any policy that would make Gas & Oil Products 
Limited close down its absorption plant wuld adversely 


affect the Royalite Company's absorption plant. 
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Yes? 

The date of this memorandum is unknown, but was prior to 
16th September, 1938, and should be on file in Mr. J. H. 
Meleod's office with a copy in the accounting department. 
Vell, now, did you see any memorandum there in which 
Mayland's name was used, not the Gas & Oil Products but 
Mayland, not referring to Gas & Oil Products but referring 
to Mayland's plant? 

I furnished Mr. Young with a memorandum that had the name 
Mayland mentioned. 

That was in oonnection with some meting of the Petroleum 
Association? 

Yes. 

But other than that did you see any memorandum which 
referred to Mayland's plant? 

moo net recall any. 

Well, when did you make this search? 

When the sudpoena was received. 

I know, what day did you get the subpoena, it was just 
within the last two or three days? 

nea). 

MR. FRATLEY: Day before yesterday? 

Day before yesterday I think. 

MR. SHAT: Now, can you tell me whether 
there was any memorandum on these f-les, on all the files, 
you say you searched Mr. MeLeod's private file, did you? 
Yes. | 

Then you talk about private, you mean his own personal 
private file? 


His management file. 
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Q That is part of the company's file Us iy ne te 
Yes, but his are separate from the accounting department's 
files: 
Q then you searched his private file and you searched the 
company's files under your control, did you? 
A Yes. 
And what 1 am asking you now is, did you see any memorandum 
other than the one you have mentioned, in which Mayland's 
plant was referred to, or some reference made to it? 
A Novel didn't. 
Now, you told me a moment ago you couldn't recall, have 
you been able in the intervening time to recall that well? 
A You asked me if I had seen any memorandum other than the 
one that I had furnished Mr. Young that mentioned the 


name Maylam. 


Q Or the Mayland plant? 

aA Yes, well, I do not recall sny other. 

Q That is you say you do not recall any, but are you prepared 
to swear there were none? 

A I am prepared to swear I didn't find any, Sir. 
I see, you didn't find any, I was just wondering if your 
search was such that this Commission could feel that it 
was complete and thorough? 

ne I have looked everywhere that it is possible to find it, 

in Mr. MeLeod's files. 

Q And you have not seen or you cannot recall any other 


memorandum than the one which has been mentioned in which 
Mayland's plant was referred to? 
A No, Sir. 


In any way, shape or form? 
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Ney: Sam, 

Did you see his name mentioned at all in any of these 
memor anda other than the one you have referred to? 
Well, I cannot remember all the memoranda which you go 
through. 

That is what I want, exactly the thing I want to kmw. 
But I searched through every memoranda practically. 

You were searching for a memorandum about Gas & Oil 
Products Limi ted? 

ies: 

Now, of course, you did not see any with regard to that 
but did you see any that had any reference to Mayland's 
plant, I mean your mind would not be fixed on Mayland's 
plant or Mr. Mayland or anything like that, it was Gas & 
O11 Products? 

Yes. 

MR. SHaW: | Well, I am suggesting, my 
Lord, that probably the witness should make a further 
investigation with a view of getting a document in which 
T am instructed that the reference was to Mayland's plant. 
MR. FRAWLEY: Well, of course----- 

WITNESS : it said the Gas & Oil 
Products in the subpoena. 

MR. FRAWLEY: Well, I prepared the subpoena 
and made my notes from which the subpoena was afterwards 
prepared, with Mr. Plotkins and iss Macaskill there, and 
wnen I came to that I:said "Shall Tsay 'Gas & Oil 
Products Limited'" and I was told that I could safely 


say that. 
MR. SHAW: I am not criticising tmt. 
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MR. FRAWIEY: No.) but if @ had but in thet 
memorandum "Mayland'’s plant", if I had not used the | 
expression "Gas & Oil Products Limited" but if I had put 
in it that it had reference to Mayland's plant. do uso 
feel that if the memorandum had made reference to Mayland 
that you would have been able to find something? 

No, I did not see anything at all. 

TH® CHAIRMAN: HyS guess about that is 

not very valuable. It is sugested by counsel that he 


should look for anything relating to Mayland or Mayland's 


plant. 
MR. FRAWLEY: Yes. 
Tit CLL. TRMAN: If you want his evidence to 


be conclusive so far as he is concerned as to what is now 
there, I think vhat search should be made. 

MR. FRAWLEY: Yes, and I will add the other 
witness ees too, and I will have her search for a 
memo mentioning Mayland. 

THE CHATRMAN: If 40 is worth calling nim 
at all you may as well exhaust that. 

MR. FRAWLEY: Yes. 

MR. SHAW: I just want to ask another 
question; ado you know, Mr. vatten, that some of these 
memos are destroyed from time to time in your office? 
No, I do not know. 

ROG he RO GLOW OT me ane ne 


I do not know of any being destroyed. 


I have never destroyed any. 


But do you know whether or uot Mr. MeLeod would, I am not 
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Suggesting anything sinister about it, but would it be 
an extraordinary thing if he destroyed a memorandum 
that had been handed to him? 

Well, it would be out of the ordinary Bettie 

2 See. You would not know, of course, in that manner? 
I am not responsible for Mr. MeLeod. 

MR. SHA‘: all right. 

MR. FRALEY: Now, Mr. Patten, you 
understand now what you are asked to do? 

Yes. 

And will you do that between now and two o'clock? 

Yes. 

And will you convey that also to :iss Aultmam that she 
ean make a search with the same things in mind? 

Yes. 


and have uer come back? 


Yes. 

THE CHATRiAN: The next witness. 

MR. FRAYWORY: Mr. Shaw intends to speak 
to you. 

MR. SHa: We were just discussing, my 


verd; the matter of the procedure, there wasja, Mrs slaix 
subpoenaed but unfortunately he was not subpoenaed in time 
and he is not here. Ido not kmw whether my learned 

friend secured his attendance or not, that is whether 

he actually has bean served, but what I might suggest to 
your lordship is that, perhaps 5 if you would prenanly 
adjourn somewhat earlier, so thet i will have an opportunity 
in the meantine of determining whether or not I want to 


examine Miss Maesskill further and thei what further 


evidence we want, and by that time Mr. Plotkins, I think, 
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will be able----- 

THE CHAIRMAN: You understand,: Mr. Shaw, 
that your examination will be limited to those matters 

that are not closed? 

MR. SHAW: Veli, I am in the unfortunaée 
position that I do not know the procedure, in fact I just 
found out from Mr.Frawley, I am quite a stranger to this 
Inquiry, but I can ascertain the situation. 

THE CHAIRMAN: What I had in mind is, we 

are not going to renew the discussion of the privilege 
attaching to a letter written, said to be written by Mr. 
Nolan to Mr. te Sueur. 

MR. SHAW: I understand that your honours 


have settled that. 


THE CHATRMAN: Yes. 
MR. SHAW; : Or your lordships settled that. 
THE CHAIRMAN : Well) re HPrawley;  l-see. no 


objection to meeting Mr. Shaw's request and giving him 4 
chance to read the record, do you? 

MR. FRAWLEY: No, that is quite atl rican. 
THE CHaAITRIHAN: Then we will adjourn until 


two o'clock. 


(The Inquiry was here adjourned to be resumed at 2:00 F. M.) 


(Page 8757 follows.) 
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THE CHAIRMAN: All right, kr. Wolan. 
bes Fri Lay: I suppose we should first 


call these two people agin. Is Mr. Patton heret 
THi CH4SIRiLE: Have you anything to ask 


Miss MacAskill‘é 


Mike. OLANS No, nothing more, Sir. 

THS CHAIRMAN: Hes not Mr. Shaw? 

MR. SHAW: No. 

MRe FPRAWLSY: Is Mr. Fatton here or Miss 
Aultman? 

Mi NOLAN: I am sorry if there is a delay. 


“e have been looking for some documents. Iam sure 
they will be here in a moment. 

MR. FRA LY: I wrote a letter to the Company 
asking them to produce these documents, listed this 
morning. I suppose that is the cause of the little 
delay. I asked them to have them here by 2. o'clock 

Or aS near 2 as they could. 

THE CHAIaMAN: You may let us know when they 
get here. It will be a matter of a few minutes, I 
suppose? 

Pee CLAN: Lean not Sure at wil bea 
matter of a fev moments. '-e dig not get the reguest 
for the documents until one o'clock and a good many 

of ety staff had gone to luncheon at that time. It is 
only two now. 

THE CHLIRMAN: Then you ean let us know and 
we will wait in our retiring room. 


Mee Pee ay Yes. 
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Russell Patton. 
Miss J.dultman. 


iD 


to 


cme) 


en rer ne ere mars ee eee 


BY Mis RBA | You are still under oath, 
Mr. Patton? 

Yes. 

You were asked to look agsin through your files and 
see if you could find the memorandum we are looking 
for, which may have mentioned Mayland or the Maylend 
company rather than the Gas & Cil Products Limited. 
Did you make such further search? 

Yes sir. 

“ith any success? 

No sir, I could not find any such memorandum. 

You did not find any memorandum generally described 
in the subpoena at all? 

No. 

“hether mentioning the Mayland Company or the Mayland 
plant or the Gas « O11 Products Limited plant: 


ihec LS Trish, “Selr’. 


THE CHLIRMAN: 4ny questions, it..ohaw’ 
MR. SHAW: No sir. 


hj 
BLMA AULTHaAN,. recelled:- 

BY re PRA LY: Miss Aultman, you are still 

under oath? ‘e were asking you this morning about 

a memorandum. e were talking about a memorandum 

which mentioned Gas » Oil Products Absorption plant 

vou Will) recall’ 


Yes. 


Later on it was sugaested by Wr. Shaw to Mr. Patton 


that probably the memo that we are looking for did 
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not make any reference to Gas © Qil Products Limited 
but to the Meyland plant or Mr. Mayland's plant or 
some such expréssion as that. . You have been told 
about that? 

Yes. 

Did you endeavour to find any memorandum thet mentioned 
the Mayland plant rather than the Gas « Oil Products 
Elant: 

Rogers... OL. 

You made a further search? 

Yes. 

“ere you successful in finding any such memorandum? 


No, . vas Not. 


THs, GHATREATs Any questions: 

MR. SHAW: O06 

THE CHAIRMAN: ALL right, thenk you. 
MR. FRA LEY; Then that is all at the 


moment from the Royalite Company. As we said a 
moment ago the Company only received the request 

to bring the documents mentioned by Miss Macdaskill 
this morning at one o'clock. Mr. holan tells me 

they are not yet ready to come along with them. They 
are still making their searches. So I wonder now what 
evidence lir. Shaw wishes to proceed with. 

Maer cua s I would like to say first, my 
Lord, that I do not kno if there is any evidence that 
I can conceive of. I have been trying to determine 
what are the issues involved in this sort of an Inquiry 
within an Inguiry, if I may call it such. I gather 
from my observations with the Commission Counsel that 


one of them, one of the issues is the issue with 
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Miss E.Aultman. 


respect to Mir. Knode whom my learned friend, MreSmith, 
represents. I think that issue appears to arise out 
of some personal impntations perhaps which have been 
made from time to time over a long period of time, 
perhaps, with regard to ur. Knode's real capacity 

here in charge of the Conservation Board. I want to 
say at once, my Lord, that my client cannot give any 
evidence which would of itself constitute any personal 
imputations against the character or conduct - against 
the character of Mr. Knode. Any suggestions that have 
been inferred from the evidence that he is acting in 

a kind of a dual oa and I have had an opportunity 
of reading the evidence to which I have been referred 
and there is some suggestion of that kind, but I would 
like at once on behalf of Mr. Plotkins to wholly and 
completely withdraw any suggestion of that kind. “hat 
I think is in Mr. Plotkins' mind, and perhaps not as 
correctly expressed as it might vell have been with 
regard to Wr. Knode's policy in charge of the Conser- 
vation Board is, he is of the opinion, he may be right 
or wrong, I do not know, that that will result disas- 
trously for the carrying out, or for the interests of 
the independent companies in Turner Valley, operating 
in Purner Valley, and also perhaps with injury and 
detriment to the field itself. So I have spoken to 
my learned friend, Mr.Smith, about the matter, and 

he says that is the thing he is primarily concerned 
about. Mr. Plotkins can criticize the Conservation 
Board and its members, and the standard Oil and its 
policy and the Standard Oil Company of Nev Jersey and 


its policies, or the Impe.ial Oil and its policies, 
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Miss 3. Aultman. 
to his heart's content. It is not a matter with 
whieh he is concerned. But, of course, quite properly, 
Mr. Knode wants no imputation upon his private character. 
I can well appreciates his position. and I would like 
at once to wholly withdrew any personal imputations 
there might be against the character of Mr. Knode, and 
any suggestion that he might be acting in an undisclosed 
dual position. I do not know whether I have made myself 
quite clear or not, 
THa CHAIRMAN: I think you have made yourself 
entirely clear. 
Ma. SHA‘: Iam saying that in order that 
we may get back to the real issue involved, if it is 
possible. 
TH: CHSlkual: “811 you see, we heard Mr. 
Plotkins only because he showed a relevancy in that 
he maintained that this had, the conduct of tur. Knode 
had an effect upon the situation in Turner Valley with 
which we are very much concerned, and I say to you 
without the slightest hesitancy, that in my view, the 
clear implication from all the evidence Mr. Plotkins 
has given touching .r. rnode, vas that he had acted 
as head of this Conservation Board while being, if not 
in the pay or employ, at least under the influence 
of the Imperial Oil or the Royalite Oil Company. You 
say that you do not wish us to take th: t implication’ 
MR. SHAW: I say, Sir, that is the 
implication I do say we want to wholly and completely 
withdraw. I had hoped that the suggestion and the 
implication will not ‘too seriously interfere with 


Mr. Knode end his work as head of the Conservation Board. 
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“hat we do fear is that his policy may not be the wisest 
policy, But that is a different thing altogether. 

auch CHA IRMAM: - That is a matter of Mr. Knode's 
judgment. ‘what have you to say, Mr. Smith? 

ME. SMITH: | I am very glad that my learned 
friend intervened, and I accept wholeheartedly what he 
has seid. I am Slad your Lordship clarified it, because 
it is so plain, beginning at Page 3191 in the discussion 
you had with Mr. Plotkins, where he admitted he wes making 
this inference, that Knode was implicated or dominated 
by the Standard Oil of Nes Jersey. I understand it to 
be completely withdrawn and so with your Lordship's 
permission, I will now withdrew. I know that the Com- 
mission has nothing to do with respect to apologies 

when eae man has been insulted. I leave that to Mr. Plot- 


kins' own idea of what a gentleman might do. 


(Go to Pace 8743). 
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tke LOLAN: Lo Wonder, sir if Liens 

ask wr. Shaw if he 1s# willing to couple with this with- 
drawal, a withdrawal of the assertion that i:r.e Knode had 

a cieeting with iir. burns in the koyalite office on the 

day in Septenber to which ijiss macAskill has referred in 

her evidence. 

eifte SHAW? No, I cannot do that. Theat 

of course is a matter of evidence. It is not a matter 

that I can deal with at this time. 

line NOLAN: I understood there was a 
withdrawal that ir. Knode was acting in an undisclosed duel 
Gapucity, surely that evidence points, if it points to any- 
thing at all , that he is acting in a dutl capacity if he 
mcets with the Koyalite about things which should net be 
discussed between them and that seesis to be the insinuation. 
TH CHAIRiAN : As I understood ur. Shaw's 
present position, he expresses no opinion as to whether ijiss 
MacAskill's evidence is right or wrong, but he does say, if 
I am understanding him aright, and he might correct me if I 
am wrong, that if there was such a meeting he does not, in 
respect of it, seek to cast any aspersions upon tir. Knode's 
personal honour and integrity. 

WR. SHAW: No, I am not seeking to do any- 
thing of that kind. 

THE CHAIKMAN: You are not. 

lik. SHAW: I quite agree with your Lord- 
ship, I am not seeking to cast any reflections upon him. The 
matter of the evidence is a matter for the Commission to de- 


termine, lI think we have made the statement with regard to 


the persofal honour of isr.e anode. 


THE CHALKOAN: Yes, that is my view and I did 


not understand you in anywise to Limit it to any particular 
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occasion or time. 

bie NOLAN; No, but does this statement 

as to lire inode's personal honour absolve us fron doing 

With ur. Fnode what we have been accused of doing with him, 
because that is the importent part from my point of viow. 

THE CHAIRiAN: ue Nolan, all tir. Shaw has 
said and you have heard him as well as I have, that he re- 
lieves Mr. Knode of any charge of personal dishonour. If 
there can still be dishonour attaching to your client and. 
none to iire inode in connection with tmt particular meet- 
ing, then so far as iire Shaw's position goes it still is 
there, as I understand wir. Shaw. I am not deciding anything, 
Ioan just saying wat I understand Counsel to say, you see. 
iake NOLAN: Then may I ask tire Shaw if he 
will include in his withdrawal of the allegation, of wat 

was said against wre Hill who was referred to in the evidence 
earlier in this case in connection with this same matter, 
which has been attributed to the conduct of lir. Knode. 

Mie SHAW: well I do not know who lhir. 

Hill is but if he is the gentleman referred to as a member 

of the firm of Nr. Knode's firm-+-~ 

igkhe NOLAN: No, no, that is Dr. Boatright. 
bite SHAW: Dr. Boatright is the man IL 
thought. Frankly I do not know of any insinuation made 
against iir- Hill. I am not going to start withdrawing every~ 
thing because I wanted to be quite right with regard to lire 
Knode. 

THA CHA TRAN: Quite s0, you are dealing with 
Mr. Knode. 


nike SHAW: Quite righte 


THA CHALKUAN: And you say so far as your 


client's evidence implies any improper Conduct and personal 
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dishonour on his part, you wish to wholly and completely 


withdraw it? 


Mie SHAW: Wholly and completely with- 
draw it. 
TH CHATRIiAN ; That is as far as you go and 


you are not mentioning anybody else. 

Mitte SHA‘: | Vass 

TH CHATRMAN; I think it is quite clear. 

All right, tir. Frawley. 

wiRe FRAWLEY; Do I understand then that Mr. 
Shaw is not calling wr. Plotkins. 

TH ChATRAN: As to what lire. Shaw may or may 
not do about other people who have been mentioned is a netter 
not for negotiation before this Commission. 

MRe FRAWL GAY: Quite. 

THY CHATRGAN;: If mr. Shaw wishes to come in 
later and make A statement about somebody else, we will al- 
ways hear him but at the moment we are just hearing what he 
does say and he has dealt with ire inodo and that i8 at an end. 
Now what? 

MR. FRAWLEY: May I address myself to tir. Shaw 
and ask him if he now intends to call tire Plotkins and finish 
with what was undertaken by mr. Plotkins at pages 8319, 8320, 
and 8309, on the first of June, which perhaps I might read to 
bring to Mr. Shaw's attention, page 8519: 

"Now I have been asked to produce or to name the 
"witness. I em going to at the same time sub-- 

"stontiate the other statement if my solicitor 
"seys this is the time, and that is acceptable to 
"the Commission. And l will then deul concretely 


"with whet has taken place in Yurner Valley and it 
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"will be no longer « mystery. The reason I have not 
"been able to deal with it before is that in the 
"first place it would have eppesred like a fairy 
"story. In the second place there might have been 
"Serious retaliation . I have in mind not only ay 
"own interests but other people's interests, not tet 
"I am connected with. But other people's interests 
"that have to be considered, those people that nake 
"their living in Turner Valley. So that it is not 
"an ordinary situation. It is not some just slight 
"deviation from orthodox morals. It is a fundamental 
"Condition that has been brought about in Turner Valley 
"through fraud end trickery and a hundred and one 
"phases that I am called upon or I feel I should sub- 
"stantiate. As far as proving, I think after I have 
"substantiated the fact to the best of my ability, it 
"is for the other side to disprove and not for me to 
“"nrove anything except to bring out in the open the 
"knowledge how I acquired it and what it consists of. 
"The t is all I ean do as a human being. I am not 
"doing this for any ulterior purpose. I am offering 
tnyself up apparently as a sacrifice and there would 
"be ieehide gained, personally or otherwise, by me 
"aking all these allegetions and by me spending my 
"Sime here, so that I want the Coumission at least to 
"feel at this stage that it is not just a fancy on my 
"part to yea get some publicity. It is with the 
"Pundamental facts that I am doing that 48 a service 
"to myself and the country, and I hope that the Com- 
"mission will feel the same and that they will find 
"remedies that will fundamentally alter the conditions 


"that I an going tr I hope to be able to bring to the 


"light." 
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And then he went on with something else and on the sane 
day, at page 8609, at the top of the puge, he said: 

"No it is because of the sum total of conditions 

"that have been brought about in Turner Valley 

"through legislation, through fraud, through 

“propoganda and that is a point which I can 

"probably illustrate." 
And he spoke about wr. Jjilkinson and the Imperial Olds 
that which i:r. /ilkinson told us about, and then it was 
at that time that he made the remark which was objected to 
by tire Nolan and I am wondering whether iir. Shaw,-as ir. 
Shaw described it as an Inquiry within an Inquiry,-is now 
to be mpeoeaded with by the introduction of further evidence 
by tir. Shaw using this material which we heave got here. 
inten SHAW: The references to which my 
learned friend has referred are two, the one at page 83819 
and the one g take it with regard to.r. Nolane I under- 
stand the matter with regard to iir.e Nolan, your j.ordship 
made a final ruling with regard to the claim of privilege 
in that agatter so that need not be referred to at this tine 
but with regard to the other things, they are not, they are 
claims that deal with the process of development in the 
Zurner Valley field, methods employed in connection with the 
control of one perticular company, the obtaininging of con- 
trol and the methods by which they were obtained, over a 
long period of years and I rather think that in that. regard 
there has been apparently the evidence that hr. .ilkinson 
has been heard and iw. Plotkins himself has from time to 
time given a very considereble disclosure with regard to the 
methods employed by the one particular company to acquire 
control of the whole field. ell now those are facts, 1 


take it within iir.Plotkins, not only within the knowledgs- of 
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iiye Vlotkins but they must be within the knowledge of ir. 
rrawley and of Meny more people around the City without 

any expert knowledge «st 211, as to the acquiresent of 

various companies and the methods eaployed and I observe 

from my casual glance at the record that there is & greet 
deul of evidence on that. I deo not know that there is any- 
thing to be added. There may be particulars which nay be 
added to any particular method but further then that I have 
no observation to make. It is simply a general statement 

as to the methods by which one particular company happens to 
get control of a ‘perticulur field. 

THe CHATEAA N: Well of course, iir. Shaw, I 
think we will hear wr. Plotkins. He has deferred his cross- 
examination from tine to time with our permission for 
reasons which we thought were guite »roper. ie allowed him 
to defer his cross-examination but we might as well hear all 
that i.r- Plotkins has t say, whatever it may be, and he of 
course must submit to cross~examinution which also has been 
deferred in the main, not atiire Plotkins' request at all, 
but merely that other witnesses came CY On Bar (The Got ra 
Frawley wanted to go on with, but we sizy now as well hear all 
that wre Plotkins has to say that has to do with these general 
things or anything else that he wishes to discuss. /e heve 
set other witnesses aside in order that we might hear iir. 
Plotkins and any witnesees that he was calling because it 
seemed urgent to him that we dispose of it now. /ell we have 
accepted his view and we will now hear him. 

iRs SHAW: Then I take it the position is 
that he has already given the evidence and it is simply pro- 


ducing him es a matter of cross-examine tion? 


THR CHAIRMAN: If he hes A0thing more to say 
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in ohief that is @ll, ves. 


LEON L. PLOTAINS, having 
been recalled. 
THY CHATRMAN: You are still under oath, 
iy. Plotkins? 
Yes. 
TH CHAIRMAN: ell right, Nr. Frawley, let 
us get on with this. 
MRe FRAVLLY: hire Pltokins, I am just send- 
ing for a volume, the sérd of hiay, the note which I made on 
the 2érd of ijiay of a statement you made that the situation 
in Turner Valley, to use a very broad and all-inclusive grad 
pression, had even gone to the extent of the bribery of 
Government officials, do you remember making that statement 
that afternoon of the eérd of hay? 
LZ do not recall it, whether it was on the 23rd of May, but 
if I read the transcript I @an recall it. 
It is coming up? 
THE CHALitwA N; We can wait for it and if you 
have anything else you might proceed, but if it is important 


for you to wait for that you may. 
MR. FRAWLEY: That seems to begin it. 
THS CHAIRMAN: ALY rignt.. 
You said at page 7500 on the 2érd of say: 
Na. But as I see the situation-~- 
THLE CHATRMAN: The question. 
MRe FRaWLEY: The guestion was by the 
Chairnan. 
"a. And no one else will give it to him on better 


"terms, he vither takes it or leaves it on those 


"terms." 
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We were discussing the getting of money to curry on the 
drilling of wells, the production of wells. 
lune SHA: Where. 
MR. FRAWLEY: In Turner Valley. I will 
read you how it began on page 7559 in Volume 63, on the 
26rd of ays 
"THE CHALiiAN; Now concretely, wut do 
"you contend now? ‘The Imperial or the Standard Oil 
"hed the lands and that they acquired then, I 
"suppose, in the usual way, by lease or by pur- 
"chase. Was not that open for anybody to go and buy 
"or lease? 
"A. No, it was not open to anyone to bring about 
“conditions in Turner Valley by neded dice action or 
"by other action to Greate such conditions where 
"there was no option in most cases for the man or 
"firm that owned property but to sell to the koy~ 
Walite or the Imperial. 
"Q. Now for example? 
"A. For example? 
"Qa. I mean you have made it clear when q person has 
"not the money to carry on that they get it from 
"those who have the money and they have to get it 
"ot a pricee That is true in every field of endeav- 
Nour in the world, is it not? 
tA. Yes, there is nothing wrong with that part of 
"it because after all if a person has not got the 
"money and someone else hes and is willing to risk it. 
No. And no one else will give it to him on better 


"terms, he either takes it or leaves it on those terms? 
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"Ae But us I see the situation." 

THE CHAIRMAN: Now this is the answer. 

Like FRAWLEY: This is tho answer. 
ae But as I see the situation that has been 
"going on in the past and is now gOing on in 
"Turner Valley through first, company pro«ration 
“and through legislation, and I will go so far as to 
"say through bribery of Government officials, the 
"situation developed in Turner Valley---- 
"Qe It is a very serious charge you are making 
"+t her oe? 
"A. I know, sir, and I have thought it over ser- 
"iously before I made that charge. The laws that 
"have been pessed, Government operations in Turner 
"Valley in the past and that have been passed 
“recently were passed and directed with a view of 
"creating conditions in Turner Valley that would 
"permit of situations where the producer or the 
“property owner was compelled to fall in or throw 
"his lot in with the Imperial O11. In connection 
tai th that I want to muke a significant remark. The 
Las possibly has noticed this, we have not 
"heard from any independent produccr. They have not 
"made their views Known. There has not been a 
"single one outside of Mr. Wilkinson, which I asked 
"to bring up heree 
"KR. FRAVLSY: On what question. ie have 
not completed ovr Inquiry with respect to any met- 


Ster oxcept the pipeline? 


"A. well, I understood you yesterday when you ‘phoned 
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"me up that this would complete the crude Inquiry." 
And so on. Now ir. Plotkins who were the Governnent 
officials who were bribed? 


To answer that directly I have to lay the background. 


MRe NOLAN: Loam sorry I didn't hear 
that. 
THE CHAIRMAN: "FO answer that directly", 


he has to lay the background. 

Yes. 

THER CHATRiL AN: 50 One 

We find in 1931 a situation in Turner Valley brought about 

by Government legislation where the drilling to the lime- 

stone was prohibited. As I recall it that was past on the 
recommendation that the Government had been given by 

engineers, that the Government of the day had engaged for 

the purpose of making a survey in Turner Valley and recommend 
some remedy in connection with the Conservation of the 

natural resources in Turrer Valley. Now at that time as I 
recall it, Mr. Fisher was the head engineer or consultant 

that had been employed by the Governnent and that finally 

made the recommendations that the findings were that there were 
only, at the field, that the gus in the field would last less 
than three years and that this Commission or those engineers 
recommended that in order to Conserve what gas there was 

there, that no further drilling to the limestone be permitted. 
Now I am not in « position to say whether those engineers 
hed any motive other than the conservation of gis but I am 
ina position to say that as 4 result of my conversations 


in the office of ire iscLeod, I do not recall the date, but 
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it was around that time---- 

What wr. McLeod? 

ir. McLeod, the President of the koyeaelite. 2 had better 
explain the circumstancos bocause it will fix what I have 
in my mind, I happened to go into lr. MeLeod's office 

and he was on the telephone and I asked him if I hed better 
withdraw and let him carry on his conversation in pri vate. 
Can you give us the time or the year? 

It is around that time. 

Around 19317 

Yes, it 1s quite a long time ago and he says "No, there is 
no secret what I am talking about. You might as well sit 
down" and so I sat down and I waited 10, possibly 15 minutes, 
and all this time iir. incLeod was carrying on a conversation 
with someone in 3dmonton. I knew it was a Government of- 
ficial because he made the remark after the conversation was 
finished that he was not going to stana for the wasting of 
ges in Turner Valley and he hed ordered, 1 heard the con- 
versation so I naturally was familiar with what he was at- 
tempting to do, so when the conversation was finished, I 
made a remark or two about this gas situation and in fact I 
asked a question of iir. McLeod, I says "Vvwhat is your idea 

in trying to prevent the production of gas", andi do not 
recall his answer but I do remember saying to him "Is it not 
for the purpose of building up a reserve for the imperial 
Oil that will be of great value when the polymerization of 
natural gas is fully developed", and I said it would put 
the Imperial in quite a nice place so far as the cost of 
producing a gailon of gasoline is concerned and it would 


certainly give them the whip hand in this country and hoe 
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12 
said "Yes, I suppose that is in the minds of the officials" 
80 a8 Mr. MeLeod apparently was not fully familiar with the 
implications of polymerization, but he certainly knew qm ite 
a bit about it, because he was in a position to intelligent~ 
ly discuss the matter, so the conversation was to the effect 
that he gave definite orders to smieone, I do not who it is, 
that they would not continue to allow the production of gas 
and that they had better do something about it. Now it 
seemed to me at that time that it was quite an arbitrary 
and an autocratic method for Mr. iicLeoi, an official of a 
private company, to be dictating to the Government as to 
what they should do in Yurner Valley or what they should 
not do and as to that conversation, some, probably two or 
three months, when these laws were passed prohibiting the 
drilling to the limestone I was quite prepared for it in 
the light of my conversation and remarks with Kir. iieLeod, 
and I then cane to the conclusion at that time, after the 
law was passed, that the Imperial or its parent company must 
have considerable power, that they are able to dictate the 
policy of the Government and from that day on I came to the 
conclusion that there was means available to the Imperial to 
enforce their views. Now I knew at the time that ir. Brownlee, 
the then Premier, had very decided opinions about the way 
Turner Valley should be run and they huppened to coincide 
with the opinions and the actions of the Koyalite Oil Conve ny 
as expressed by ir. WeLeod and I knew that thet situation, 
where the gas should be shut in, was going to put the 
Imperial Oil in a very fortunete position and was worth 
millions of dollers to them insofar as marketing in the fu- 


ture ig concerned in this Province. Now knowing thet I 


oN 


ee 


LeL.Plotkins 


C3 
13 


“8799 = 


imputed in my own mind a motive to the Government, a 
dishonest motive, because I could, and it was based on 
this fact, the Imperial wanted to get the gus reserves in 
Turner Valley, they didn't want some property, they 
wanted it all and they made it plain, the reason they 
wanted them all was because they could not control the 


waste or the sale of the gas unless they had all the 


gas in Turner Valley. 


(Go to number 8756) 
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fnd through this legislation, while it micht have been 
perfectly honest on the part of the gfovernment to come 
to the conclusion that in order to prevent waste it was 
necessary to prevent drilling to the limestone, the 
fact remains that that legislation had the result of 
destroying the values that then existed in Turner Valley 
in the hands of the private units or private companies, 
Now what I mean by that is this, a company may have had 
160 acres which they considered, or had expended con- 
Siderable money on, 

Q MR. FRAYLEY: I do not want to interrupt 
you but when I asked you the question you said you wanted 
to lay a background? 

A Yes,’ I am laying it now. It is not a very light charge 
to make about a government official and I certainly can 
Spend ten minutes if necessary to do it. 

2 On, quate. 

A Now the conditions then were such that a private company 
that had a million dollar investment in Turner Valley 
found themselves where they were obliged, as Mr. Greenfield 
so aptly explained in tdmonton when he said that the 
Royalite came to our rescue and were good to us and they 
gave us so many shares of toyalite for our properties 
that were worthless. Nell now he explained, he certainly 
put the proper construction there. The properties were 
enV ass » ‘hy? Because the government haq made it 
impossible to develop them. Now it placed the Imperial 
in a position where they could dictate what price they 
-would pay for any of them properties and they paid in 


Royalite shares in some cases and in some cases I understand 
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cash, But the net result was to bring about what we 

know as a fact today that the Imperial acquired, through 
the Royalite, all the properties with very minor exceptions 
in the north end of Turner Valley which at that time was 
the known extent of the reserves of gas and naphtha. Now 
aman in the position of Mr. Brownlee must be sold on the 
idea. In other words he must be convinced that it is in 
the public interests to bring about an Act or legislation 
that will acoomplish the purpose. But we are human beings 
and in my experience the Standard Oil methods of bringing 
about this legislation and convincing individuals has been 
from the time of their inception till today, the same, to 
make it much more attractive to offer personal advantage. 
Now I am not in a position to say that Mr. Brownlee or any 
other government official received so much money or was 
given some recompense in other forms than money. Tao 
say that Mr. Brownlee did lend himself not only to bringing 
these conditions in Turner Valley about but he lent him- 
self to a1so curtailing competition in the marketing end 

of the industry. And he done that also by legislation. 
Now in connection with the curtailing of the development 

in Turner Valley that was done openly. It was done in 
the House, Members voted on it. Nw doubt, I was not 
present but it was necessary to try and show or convince 
the members of the Legislature and the Government, the 
Cabinet Ministers of the necessity and the wisdom of 
putting into effect that legislation. But when it came 
to marketing there was no such Bill or Act. There was 


no such open discussion. There was no opportunity given 
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to the other members of the industry in che marketing end 
to cane and mke representations. In the case of the 
Conservation Bill at that time it was openly discussed for 


weeks and everybody had an opportunity to do something 
about. It . But when it comes to marketing Mr. Brownlee, 
and this is from personal knowledge because I went to 
Zdmonton and investigated, caused to be inserted in the 
Fuel O11 Tax Act, or some such Act at the time that 
existed for the collection of taxes on gasoline sales, 

a& very short clause to the effact that in future no 
Service stations or other marketing outlets were to be 
opened or permitted to operate without fulfilling certain 
conditions. And then the regulations, I mean the policy 
then of the department that administered that Act, that 
resulted from this clause in the Fuel Oil Tax Act, was to 
grant no further licenses, Now that had the opposite 
effect to what took place in Turner Valley. In Turner 
pea they restricted production, restricted drilling and 
they destroyed the value of the property. In the 
marketing end by restricting the expansion of service 
stations it doubled and trebled the value of the existing 
outlets. And I recall at the time that leases, that the 
Imperial Oil and British American Oil went out with their 
agents, their staff and in the very short space of two or 
three weeks secured long term leases or rent, made the 
best deals they could wherever they could and paid what 

I considered fabulous prices for leases or properties. 
Now the result was, what I concluded at that time was this 
that they must have had definite assurances, and when I 


say they I mean the Imperial Oil or their representatives, 
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from the government and that particular Act was administered 
by the Provincial Secretary. Mir, Brownlee happened to bc, 
Ha I recall, the Provincial Secretary. And the Imperial 
and British American must have acted on definite information 
from the government to the effect that that would be the 
continued policy or at least it was believed that it would 
be. Because no company would go out and pay “100.00 for 
Something that is worth ©20.,00 if they felt that that 
Peete sienwor that attitude on the part of the government 
was going to be changed in a short time. Now that is one 
of the matters that I had in mind when I said even going 

to the extent of bribing government officials. Now since 
Mr, Brownlee went out of power, and the government was 
ahanged, I find, as I explained before, a Situation was 
ereated where Mr. Brownlee and his interests, that is the 

U. F. A. that he was interested in, were benefitted to a 
considerable extent in dollars and cents. And of course 

in my mind I just connected the two things, naturally, and 
I concluded that that was the pay. That disposes of that 
phase of it, Coming to the present day --- 

MR. FRAYLEY: I wondered if I might not 

ask the witness some questions now if he has rested in 

his discussion sufficiently to ask him something further 
about these statements? 


AM No, I have not finished. 
THD CHATRMAN : Well, Mr. frawley, 1° think 


4n the end we will save time if you let the witness finish, 
He is now directing his mind as I understand him to the 


things that impelled him to the conclusion there was bribery 
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of government officials and he is saying that these thines 
Support the implication that there was. That there was 
bribery of govertment orPaeiutes He has given you one. 
He is now going on to another. Let him finish. OU Wek 
not be prevented from examining him fully and completely 
of course, But I am suggesting to you it may be a 
Saving of time if you let Yr. Plotkins proceed. 
MR. FRAWLEY: Very well, 

A Now that policy of restriction of development in Turner 


Valley, restriction of marketine cfforts was continued 
under the present regime, Not immediately. For some 


time there was indecision as to what the policy of the 


present government would be in these mattsrs, ve were, 


and I particularly, vitally interested in them because 

I want to explain at this time that our life, business 
tite} ond. cur saaste are in the hands of the government. 
Va cannot exist. Ve cannot carry on and our properties 
can be made worthless by the mere fact of withdrawing the 
license from us. I have spent years in building up some 
assets in the form of a refinery and marketing facilities 
and they would be worthless tomorrow, except for scrap, 
if the Department of the Provincial Secretary withdrew 
their license from my firm. Now that license is not 
mandatory, They can take it or Sive: TU seb wills The 
law says they do not even have to give any reason. If 


the officials do not like our way of doing business or 


they consider we are not going to carry on-the way they 


want us to they merely at the end of the year, or at 


ope : 4 cal 
any time, say Ie won't renew your license," and I am 


ORL T Nhe. 
7 capa. S 


core 


Rees 


set cae 


# 


& 
€ 


ANCA oes 


a 


vig eres 


J 


& 


us 


Z 
ht 


t 
a 


we 


ao 


EY 
6 
L 


~5 


- 8761 - 


Jas  Lotukins 


left with the properties I have made valuable to the 
extent of exploiting them, with properties that are 
worthless. No other company is going to take them 

because they know I am no longer a threat, a competitive 
threat, My refinery is worthless and no other company, 
the Imperial certainly would not take it because they can 
get along without it. No other company would take it 

and in fact it is very plain in the Act that any other 
individual or company that would take it over would suffer 
from the same disability and would not be granted a license. 
They go further than that. They say if I am dispossessed 
of that license and my means of livelihood is taken away 
from me they will not give any license to any firm that 
employs me. Now that is the position that we find our- 
selves in. Yell now I feel that that is the result of 

a deliberate policy on the part of the government to 

briny about conditions that they want. And coming back 
tc the present government after a few months in office 

we pegan, I began to have consultations, numerous con- 
Sultations with the different departments which concerned 
themselves with the oil business. I camu to the con- 
clusion that they were going to carry out the same policy, 
And we have heard read a letter that purports to come from 
Mr. Le Sueur to Mr. McLeod, referring to conversations or, 
yes, conversations ee Mr. Le Sueur and Mr. ..berhart,. 
And while I have not had an opportunity of even Studying 
the letter -- 

MR. FRAWLEY: I think you Should have every 


opportunity of studying it. 


I am only going to make some remarks at the present tims. 
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I would like to see this letter and read it. Of course 
2 OnLy Réard, Jt partia, 

It,18 right in front of you there, 

( Mr. Plotkins read letter in question, ) 

Yes? 


After reading this letter --- 


THE CHATREAN ; “Vhat is that Exhibit Number 
please? 
No. 284, While I am not going to come to any 


particular conclusion about its cotents, because it 
would require a study of the implications,. I want to 
say this that apparently Mr. Le cueur was successful 

in contacting Mr. »berhart that had only been in office 
a short time. This letter is dated September 17th, 
1935. And he impressed no doubt on Mr, Aberhart the 
fact that the revenues derived from the Oil Industry 

in the form of taxes were considerable and that any 
policy on the part of the government which would have 
the effect of disturbing the ordinary existing business 
conditions might seriously affect the industry. 

WR. FRAWLEY: You see, Mr, Chairman, 

you have stopped me from interrupting the witness 

twice and I want to obey your directions. I am not 


here acting for anybody and it is with some hesitation -- 


( Go to page 8763 ) 
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ce) 


THS CHALRMAN: It is alveys open for you 

to object if you think it is objectionable? 

MR. FRSWLSY: I think that is highly 
objectionable fcr this witness in effect to say what 
was in Mr. LeSueur's mind in the Gity of Totonto when 
talking to Mr. Abethart. He may be quite right or 

he may be hopelessly wrong. 

TH CHAIRMAN: Yes oul think, (Mr. Photicine, 
so long as it is objected to, you will have to Limit 
yourself to what you know. That is to sey you are 
speaking now of a letter? 

Yes. 

You are telling this Commission what you think the 
inference from it is? 

Yes. 

'@, Of course, are quite capable of reading that letter 
and it is for us to draw our own inferences as to 
whet it means. But if that letter or anything else 
had an influence upon your mind in leading you 

to meke the statement you did, that there was bribery of 
Government officials, that is quite another matter, 

I do not think you knew of that letter until quite, - 
in fact had not seen it until just now, when you were 


reading it. 


‘Phat 1s eorréet,’ Sins 


I suppose that did not influence you in making the 
assertion that there was bribery of Government officials? 
Yes, it did. For this reason. ‘hile 1 have not seen 
this letter ttll now, and while EF did not know the 


eontents of the letter, I had been informec that there 
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was a letter and also of the fact thet Mr. Aberhart's 
government pursued the same policy thst had been 

put into effect by the U.F.A. administration, meant to 

mo that the Government, through Mr. Aberhart; or thvough 
some of the other Cabinet officials had been sold on 

the same idea that it was desirable and to the public's 
benefit, to rationalize the industry in Alberta. Now 
that viewpoint, no doubt, prompted Mr.Brownlee and it 
also, no doubt, prompted Mr. Aberhart to accept that 
position, especially when, as I related before, after 
consulting his colleagues and the different Department 
heads, he would be informed that there was trouble in 
connection with administering the various 4ets imposing 
reports and taxes, when it came to collecting them 

and getting information from the smaller units of the 
industry. So that as I have pointed out to the different 
Ministers at the time, and from time to time, they seemed 
to be concerned with only one thing, revenue. In other 
words, they subordinated everything to revenue. Now 

they have never denied thst. In fact the last Minister 

I spoke to said "Yes, it is true, and we are forced by 
circunmstanees to look at it from that viewpoint." Now 
looking at it from the revenue standpoint I have no 


doubt that Mr. Aberhart would be convinced, after 


-A€iscussing it with his various Government department 


heads, that it would be much easier to deal With only 

one company or tivo companies, two large companies, 

and that any policy that viould prevent the growth of 
independents would be to the advantage of the Government, 
because it would simplify the administration in connection 


vith the collection of taxes and the administering of 
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the various Acts. So that there was no doubt a 

sound premise for the Government to procesd with 

when they attempted and have continued to do, to carry 
on with the policy that would effectively bring about 
rationalization of the industry as a whole. Tow, 
naturelly, if I am asked to contribute towards a 
Situation to the extent of the power I have in my own 
business to bring ebout profits for somebody elbe, I 
would naturally say to them "ell now, that is very 
fine, but where do. I come in?™ why? It is a business 
proposition. The Government is in the business of 
collecting revenue. The Imperial Oil anc other com- 
panies, including myself, are in the business of 
producing profits through the renderin; of services 
in connection with supplying petroleum products, and 
if I can bring about, if I ean help to bring about 

by submitting myself or my companies to a policy that 
would be profitable to someone else I would expect, 
as a business proposition, to participate in any 
benefits that might accrue. But coming back to what 
I am talking about now, I find that since the present 
administre tion came into power, that conditions 
insofar as legislation, have been continuously worse 
for the independents. ‘hat I mean is that scarcely 

a month goes by but whet some new regulation’ is put 
into effect that more and more restricts our oper- 
ations. Wow I have attempted at various times in 

the course of my eross-examina tion of witnesses, and 
in my own evidence, to shov some of that. I have been 
requested ee Commission to make @ memorandum in 


full of all these various matters and I am now 
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working on thet. Those are things..... 


THE CHAIRMAN: - By Commission Counsel you 
mean? 

A No, by the Commission, by the Chairman. 
MR. FRAWLEY: He was asked to be conerete 


as to the things that should be done to rectify these 
onerous Government restrictions thet he spoke of. 
TH CHAIRMAN: Oh yese We are not seeking a 
memorandum from you. “e suggested to you that for the 
sake of brevity and clarity you first prepare a memor- 
andum and then give your evidence in open Sittings 
before this Commission that everyone may hear and 
examine you upon. 

A Yes sir. 
MR. FRA LAY: Now, unless I am interrupting 
Your fvam not cuncerned at the moment with the effect 
of onerous restrictions; I am not concerned with the 
desire of the Government to get revenue vuut of the 
oil industry for the public treasury. But I am 
Concerned with your answer on Page 7560 that there 
had been bribery, bribery of Government officials, 
and thet was what was going on in Turner Valley? 

A Yes. 


I overlook for the moment thet you seid Turner 


> 


Valley production, but now you are going on and insoluding 
marketing and refining. Be it whet it may, will you 


bribed and by whom? 


bs IT have related to that, but I have not quite finished. 
Now as I have said before in my evidence, I can only 


judge as to what takes place outside of my own firn, 
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Where I have control of whet I am doing, by the results 
in connection with someone else, and knowing that for the 
last ten years I have been up against the same thing, 
continuous restriction of our operations, and kmwing 
that as I have steted what took place in connection 
with Mr. Brownlee, I have no definite evidence to show 
that he done this or someone else done that, but I am 
just coming to the conclusion that I believe that 
because of these various Acts of the Government, and 
because of the benefits they have been and are today 

to the Imperial Oil, that it vas not done just to please 
sometody. It was done because it would benefit the 
Imperial and benefit the persons concerned. 

Ci Have you finished? Then Mr. Plotkins, I take it that 
is your answer? You have taken all the time you have 
desired, and that is the answer, the best answer yuu 
can give to the statement that you made here "gnd I 
will go so fer as to say through bribery of Government 
officials the situation developed in Turner Valley ...." 
and so one Nov do you sey for a moment that Mr. Brovwn- 
lee was bribed when he put through the Conservation Act 
of 1931, and that he was bribed when he put through the 
Amendment in 1934 to the Fuel Oil Tax Act’ “111 you 
go that far* 

A No, I would not. 

a Then just so the Commission will know whet this Amend- 
ment in the Fuel Oil Tax Act that you have been talking 
about more than onee, is, I vill, Mr. Chairman, read 
it. It is not very long. It is Section 17(a) intro- 
duced into the Fuel Oil Tax Act, in 1934, and you will 


tell me after I have read it if I have the right section. 
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"17a. Upon an application being made for a 
"License as a retail dealer in fuel ox1 for 
"premises other than premises in respect of 
"which a similsr license was in effect within 
"thirty days immediately preceding the appli- 
"eation, the Minister may in his discretion 
"refer the application either to the Board of 
"Public Utility Commissioners or to the Advisory 
"Bosrd appointed under the Department of Trade 
"and Industry Act, as he may think fit, for the 
"purpose of ascertaining whether or not there 
"already exist in the vicinity of the premises 
"in respect of vhich the application is made 
“adequate facilities for the retail supply of 
"fuel off ,. and unless the Board to which the 
"application is referred reports to the Minister 
"that those facilities are not adequate, no 


"“lieense shall be issued.” 


Do you know in fact th: %t as between those two bodies 
mentioned there, the Public Utilities Boa:d, or the Advisory 
Board, under The Trade and Industry Department, that if 
the Act funetioned at all it functioned through the 
medium of the Fublic Utilities Board? 

A This regulation or this clause you now read is a consid- 
erably different one than the original one that was put 
in at the time I have reference to. 

& Now the particular section that I am reoding is 17(a) 
that was put in by Chapter 67 of 1954. There is no 
notation on the library copy that it ever was changed 
at all? 


& I believe that there was a prior one to that. In fact, 
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I am almost certain, it was in 1932, 1931 or 1932. 

Of course, I suggest to you from my reading of the 
Fuel Oil Tax Act and its Amendments to date, that 

that is the repealed Act of ouree Gen are aware of 
tha t? 

Yes. 

Phat the Fuel Oil Tax is not being collected under 
this Act. It is being collected under the 1936 &ct, 
you understand that? 

Yes. 

And there is no such provision as that in the new Act? 
Not in the same words, but it amounts to the same thing. 
In the Fuel Oil Tax Act? 

No, not in that Act but in some Act. 

If you do not mind, Mr. Plotkins, do not be quite so 
casual about it. averything having to do with the 
licencing of retail and wholesale outlets is to be 
found in the Fuel Oil Licensing Act, you ere aware 

of that? 

Yes, I know there are two acts that ap, ly to the same 
thing, and the method we carry on. 

Two &£cts* 

TI mean one for the collection of taxes and the other one 
is for licensing of the premises. 

I nesd not take any time to Giscuss with you the 
distinction between these two 4cts but one is the 
revenue Statute for the purpose of collecting the 
gasoline tax? 

Yes. 


And the other is the licensing Act for the purpose of 
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L. Le Plotkins. ae 
regulating the installation and opsration of whole sale 
outlets and retail outlets? 
v3) And refineries also and the Revenue £ct. 
s You say insofar as the revenue you psy for the licences? 
A Yes, vell, for the licences, they are vretty heavy. 
ie Sut you have been talking about an emendment to the 
&£ct being made? 
A Yes. 


And Il read to you vhat I suggest is the one and only 


D> 


statute that you could be referring to. If you can 
find anything any different I would like to know. 

But assuming that ves the one I suggest to you that it 
was the Board of rublic Utility Commissioners to whom 
these references were made in this 17 (a). 

that is all. 

A In that one, yes. But I do not wlieve that tht is 
the rae ene I have reference to because the one I 
have reference to only filled thre or four Lines. 

* If ve cannot agree on that there is not mueh purpose 
pursuing it. But I put it to you, and you may azreei, 
that if this is the Statute you refer to,the bribery 
and corruption to be very effective would have to 
extend to the Frublic Utilities Board. 

& No, becaus: you see if I am the tanager - to put a 

| simile - if I am the menager of a firm end another 
firm aoproaches me with @ view to coming to a comzon 
policy with regard to sales prices or as regerds a 
policy of selling, credit, or loaning money or 
anything else, end if I agree, and I “ey be paid to 
agree in thet I may have some personal remunere tion, 
it is not necessary that all my subordinates know 
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about it. I am the maneger of the firm. I can 
impose. my will, as representing my best judgment 

in the matter, and it is carried out. So it would 
not be necessary for anybody slse to be impliasted. 
Because after all the Board of Public Utilitiss or 
any other Government official earries out the law 
after it has come into effect. 


You are not suggesting, perhaps you ere not and perhaps 


Prue 


you are, but are you. suggesting thet it would not bé 
necessary to bother to attempt to bribe the Chairman 

of the Public jtilities Board and it is only necessary 
to bribe some Government officials and they would order 
the Public Utilities Board wha t to do about it? Is 
that the suggestion‘ 

4 Wo, that is not the suggestion at all. Iam just 
contending that if the head of the vovernment of 
Alberta were sold on the wisdom of carrying on the 
development of the petroleum resources in this 
Provinee along certsin lines, and had a certain 
policy on the same for marketing, that after he 
had come to the conclusion thet ves vise, that 
he can and would impose that policy on his Ministers, 
and therefore on all the rest of the subordinates 
in the Government. Mow | have in tind this, that 

‘when this conservation, this last Act vas put into 
force, I went to idmonton to try to help the rest of 
the producers to prevent any undue restriction, 
especially to prevent pro-reting of the production 
to market. I spent wecks in interviewing different 
Members of Parliament, trying to make them understond 


or put in front of them vhat it meant, this Act, as 
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to pro-ration of production to market. Pals nas 
sudoeeded after thres vacks! work in getting 21 ur 

them Members who assured me that they understood the 
position, and that they, after they considered it they 
certainly would not stand for any such &ct. Buy £ 
found that in spite of that work these Members walked 
into @ caucus, into @ room, and Mr. &berhert, I was 
informed afterwards, succeeded in getting them to come 
into the House, and all of them with one exception, 


voted in faxour of the Bill. 


(Go to Page 8773). 


2D 


Digs 


re) 


Plotkins SOW 
sll now, Mr. aberhart may have had verv good;sound 
reasons for convincing them that in spite of what they 
thought, that they should agree to the Government 
putting in, puttine this Act into force, but when 
twenty men,- not one or two or three,~ but twenty, 
are brought to the eondition where they go into the 
House and vote against their convictions,it seems 
to me, it may not mean that to anyone else, thet the 
heas of the Government was thoroughly convineed in 
his own mind thet that was the thing to do, and he 
imposed it on the members, and thereforeit became law. 
Now, that. corviction on the part. or ta. wberkart sol 
can read liethe evidence that Mr. node gave berore 
bRS,HOuUse, itis very olainy 1 hed intended to read it 
and I think I should read it to make that point. 
TH” CHAIRMAN: No. 
MR. PRAVUBY!: Mr. Plotking, ff am eoncerned asain and 
I will ‘just ask you once more? 
yes; 
What you have said since I first asked you this 
qg.estion some minutes ago? 
Yes. 
Now is this what you have s&id Since then, all that 
you have to say in answer to the question which was put 
to you by the Chairman on that dey, and in answer to 
what the Chairman called "the serious charge you had 
made of bribery of Government officials", is what you 


T have asked you this question, 


mb 


have now said sinc 
all that you have to say about that question? 

Yes. 

All right, I will leave it right there. Now, Mr. PLOtking sas 
re CHATEMAN : Yell now, just a minute, 


before we leave it right there, you ssid on that occasion, 
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it has been read to you) thet you thought there 

was bribery of Government officials? 

Yes. , 

“hat are your precisely trying to say to this 
Commission today, that Mr. John 3. Brownlee, while 
Premier of this Provineé, was. bribedtor motw Llst.as 
get right down to the cone ete thing? 

Yes, i'n only patting tn front of tet Commidsien 

the facts and the outcome of the legislation and leav- 
ing .1f to the Commission to decide whether there 

Wes bribery or whether there was ‘not. 

4il right, that is one Government official? 

Yes. 

Do you, include any other Government oOfricrel ga 
Fespect of that allegation of bribery of Covernment 
officials, whether the evidence which you have given 
Supvorts the implication, that there was" or was not, 

is there anyone else whose name you would associate 
Whoo tHap vriovery? 

Tell, the same thing that I haves said about Mr.Brownlee 
does not quite fit the situation in connection with 
Mr. sberhart, because as 1 See this Detter, it would 
not be necessary for, and I am only speaking my mind, 
for Mr. Aberhart to be bribed ih a personal capacity, 
but it could well be that Me. aberhart lent himsels 
fo She tlSt hue tion, Vif the Party or hie tdecs yikes 
political ambitiong were furthered, und therefore 
Tam not soins to. -puteveany personaly, —VonG Ti ton nos 
know whether I should impute any personal matter in 


eonnection with Mr. Brownlee, because after all my 
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experience Js. thet it is the party that is benefited, 


and while Mr. Brownlee benefited indireetly, I am not 


ee) 


oing to sey that Mr. Brownlee himself accepted any 
money -or accepted anything but I do believe that the 
facts show that his party and himself were able to sur- 
vive due to the fact thet the Imperial O11 subsidized 
them, subsidized the operations of the Uy Ba vAeias a 
political organization and as a commercial organization. 
Now that is about he extent that I would go. 

I just wanted to understand you perfectly, it really 
comes down to this then,,if I appreciate your evidence 
aQrizht, and 1 want your answer? 

Yes. 

Shortiy put, you Say that. 10. ds.epen to Enis) Cowmiesion 
10, find that Mr.) Brownlee, was, briped because lesislagrvon: 
which th wyOar Opinion, was Pfavorabbe Go thei perme a 
end unfavorable to other independent operators, was put 
into effect while he was the head of the Government, and 
further for the reason that he subsequently, through 

the Maple Gaff Oil .Company,, had reward trom the imperial 
Gil. both to the Us BF. A. in which ,he was tnveres tedvand 
to himself because he was appointed solicitor of that 
company? 

And manager, as I understand it. 

Yes, and that last statement, in that i am adverting 

to evidence you gave before? 

Yes. 

Now those are all the reasons you have to offer? 


Yes. 


You are asking us to assume that Mr. Brownlee was 


bribed . One do you Baie WS to assume. oe € 6 6 6 6 6 
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No, I do not ask you to assume, I put those facts 

PC OLLG! SO Us 

Yes? 

and then when you *xamine the accounts of the Maple Leaf 
ang when you examine the operations of the Us F. A. 
Co-Operative, you may in view of those facts, or at least 
-n view of this evidence which I am now offering, 

come to that conclusion, or you may not, but at least 
it gives the Commission a basis for enquiring into the 
affairs of those two organizations. 

Yes, but so far 4s you are concerned as a witness under 
oath? 

Yes. 

YOu a@ré not able to, produce anything more than’ that 
which justifies the sus tonone in your mind? 

Rieu PS or Len ts 

Dies ‘Oro DAP AN All right. 

Ma? Rava? ANd heb’ Was!) precteehy the. stare jot game, 
mind when on the 23rd of May you said that you were 
charging bribery of Government officials? 

Yes, that is it, that is‘wheat wee in my mind; ot course ; 
ag [want to point out, that) 1 am never at any bimel an 


a definite position to gct definite proor’ of anything. 


MW, PRAYDIY: J76 will not quarrel with you. 
TH: CHaTRMaN : T JUST Want to say, 


Mr. Plotkins,- unsolicited adyice is never well received, 
of course,- but when you do not know something it is just 
ae well not to Suv that whieh would lead’ t0 a ‘conclusion 


oa 


that you did know thet something. 
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Mr. Plotkins 


Now, I just want to warn 
you, You have been of help to this Comeission and it 
. 
seems to me only rivht to say to one that we have considered 
of help, that making allegations against people,of dis- 
honesty and dishonour, unless you know them to be true, 


will certainly not lead us to think much of that which 


you put forward and which muy be of value. 


a ie I aS Veo. 
TH) GHA g REN If we attach a like 


importunce to it. 

eG AS Well, that is why I made 

this statement thit I am not, all I am expressing throughout 
my evidence in connection with any allegation is merely 4 
Perasccion of my experience ane Wind: in sop ivine yoo. te 
the. business of proqucing, retinin= and, dostripoting ipe.- 
roleum products and to. say theatwuners are fests, pere as 

what has tciken place, I believes that the reason is go and 
SO. NOW, Chet US es Teri.S Tyee) Co 20. 

Ti. CHaTRMAN: Theat Lever) eood): 

Mr. Plotkins, but you spoke Of, anv ex-Premier ory .t per ta 

and you made it quite Cleat SovOs) Dhit Re wes Decne ona rad 
with bribery, beine the Ssubjeet of a Dripe, walle ga tie Jae u 
analysis it uppears today that you had nothing more and you 
have not now anything mo ¢€ than 4 suspiciion of that. 

Now, Mr. Plotkins, that which people in this country hold 
dear and are entitled to hold dear, is their persona 
reputation for honesty end decency and for my part when 

a witness lightly seeks to tuke that away without proof 

and without knowledge of that wich he i3 saying, f 


consider it a horribls state of effairs thit that should be 
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allowed to ecntinue without s me reprimand und I want 
you to elsurly understand thet from now on,- we will 
give you every opportunity to ive your evidence, we 
want you to bring “ut everything which is matericl, 
no matter wnom it teuches,- but from now on we are not 

going to lightly permit the bandying around of the 
reputations of people who are presumably decent unless 

you have something that you feel is more than a suspicion. 

I cannot imagine that you would like it if somebody came 

into the box and said with respect to you that you had 

been bribed or that you were a thief or any other of those 
things that men are loathe to have said about them and 

you would not think that that person was justified in so 
Speaking if in the ent he could only ‘say “ser oo iwad 
suspicions", would you? 

THE WITNESS : No, that is quite true but 

I have more than a suspicion, I am disclosing conditions 

and as these things that I have disclosed point to 

something wrong it is merely more than just a faint suspicion 
THE CHAIRMAN: You have said it and if you 
wish to continue it, it is all right. 

MR. SHaW: My lord, I have’ not intervened 


and this is the first, may I intervene at this moment? 


TH: CHAIRMAN: Yes, please do. 

MR. SHAW: This is the first intimation 
I have heurd of this unfortunate matter and I must say 
that I find no objection, I thoroughly agree with the 
observations made by your lordship. If I had known about 
this situation, I would have had an opportunity of 


investigating it with Mr. vlotkins, before Mr. °lotkins went 
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into the box. Now, sir, I would hesitate to believe 
that there has been any impropriety on the part of ifr. 
Brownlee at any time. My association with him during 
many years would cert::iniy not lead me to any conclusion 
of thet character and I say I would ve very loathe 
indeed, in fact I would probably not believe it so far 

as he is personally concerned but what I do say, - now, 

I have not had an opportunity of discussing these various 
charges, which there may be, with Nr. Plotkins. He has 
drawn conclusions from certain facts and, perhaps being 
unskilled in many ways, he may not have drawn the proper 
eonelusion and it is quite evident that the vosition of 
Mr. Brownlee may be absolutely quite without fault in any 
particular, and. I would venture to nope that thet. 2svso, 
indeed. J navewno reason, 70 doubt 17. Now, what I would 
bikewis this, my.lord.) D wou slive in av learniodst ries 
Mr. Frawley has any other complaints with regard, to the 
evidence, which impute impropriety to any individual in 
any evidence given by Mr. Plotkins, that I should be 
informed about it, so thut I may inform this Comiission 
at.its. next. sitting, 6nd af. there is;an sapology due, from 
Mr. Plotkins, I would be the first to suggest that 

should be done wholly, unconditionally and so on, as I 
say I am embarrassed by this situation not having any 
knowledge of it in. any, particular and, Ll would like, that 
opportunity if I can of knowing the length and the extent 
to which these charges so-called have gone. 

THE CHAIRMAN: You understand, Mr. Shaw, 
we are very willing to hear evidence concerning anything 
that is the subject matter of the Inquiry upon which we 


are engaged, no matter whom it may hurt nor no matter who 
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may be named. 

MR. SHA‘: I quite appreciate that. 
TH: CHATRMAN: Bul we ere Norcit veda) wo 
thihk that, under the cloak of doing that, people's 
reputations may be destroyed and, perhaps, not entirely 
reinstated because all of those who read ill reports do 
not read contradictions later given, whether by counsel 
or not, and s we are sounding a note of warning to the 
witness that, while we are anxious to have a full Inquiry 
and quite content that anyone be mentioned in respect to 
it, if it is fit and proper that he be mentioned, because 
there is some purpose in mentioning him, we have had 
enougn or charges of fraud, dishonesty, bribery andaitne 
like when in the end there proves to be no foundation for 
the making of those charges and having said that I think 
I should add, Mr. Frawley, that the suggestion of Mr. 
Shaw, perhaps, is a reasonable one. He has intervened at 
alate date. It, perhaps, may be said for the witness 
Plotkins, having said what I have said concerning hin, 
that he is a layman and, perhaps, does not understand the 
seriousness of the charges that seem to have been lightly 
made. Myo Shaw fulby does. Tl suggest ‘that you agree 
to Mr. Shaw's suggestion and deal with the matters in the 
record that have to be dealt with, between yourselves, and 
then we will hear Mr. Shaw again. 

MR. FRALEY: Con Very well. 

THE CoATRMaN: It might save a great deal 


of time. 
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MR. FRAWLEY: it is a very good suggestion. 


Til CHAIRMAN: This, of course, in no wise, 
you will understand, Mr. Shaw, affects Mr. Nolan's rizht 


of ecross-examinstion. 


MR. SHA: Oh tO. 
TH) CHAT HiaN: Quite so. We will edjourn 
then. 


(The Inquiry was here adjourned to be resumed at 10:30 A. M. 
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